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BUILDING  AND  LOAN  ASSOCIATIONS. 


PART  I. 


INTRODUCTION. 


The  advent  of  Building  and  Loan  Associations  and  especial- 
ly in  their  present  form  marked  the  institution  of  a financial 
system  primarily  for  the  benefit  of  the  members  composed 
cheifly  of  the  working  and  industrial  class  of  people.  All  of 
the  benefits  accrue  to  the  members,  none  other  than  the  members 
being  allowed  to  participate  in  the  regular  business  of  the 
associations. 

The  theory  of  the  associations  is  very  simple.  The  money 
is  collected  in  comparatively  small  sums  from  a large  number 
of  people,  and  loaned  to  others  who  borrow  on  real  property 
or  other  approved  security,  either  to  build  homes,  to  enter 

i 

business  or  other  purposes.  Co-operation  in  this  form  of  assoc- 


own  names,  or  to  secure  special  advantages  in  other  directions, 
impossible  for  them  under  the  prevailing  commercial  and  fin- 
ancial conditions. 

According  to  the  popular  idea,  Building  and  Loan  Associa- 
tions are  established  primarily  for  the  building  of  homes.  This 
was  the  idea  with  which  the  associations  were  started  but  they 
have  long  since  outgrown  this  first  object.  However  the  build- 
ing of  homes  is  still  one  of  the  primary  causes  and  objects  of 
the  associations  , but  at  present  , there  are  other  and  just  as 
important  objects  to  be  filled.  The  idea  of  a co-operative 


iation  furnishes  such  persons  an  opportunity  for  regular, 


atic  and  compulsory  savings,  or  to  anticipate  them  by  borrowing 
for  the  purpose  of  holding  or  purchasing  real  property  in  their 
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system  of  saving  in  small  amounts  and  the  gradual  ownership  of 
a home  or  the  investment  of  the  small  savings  as  they  are  earn- 
ed is  another  just  as  important  and  farreaching  aim  of  the 
associations.  Non-borrowing  members  enter  the  association  for 
the  opportunities  offered  as  an  investment  of  their  savings 
from  thBsir  earnings. 

As  interpreted  by  the  courts,  "The  building  associations 
as  n&w  existing  are  private  corporations  designed  for  the 
accumulation  by  its  members  of  their  money  by  periodical  pay- 
ments into  the  treasury  to  be  invested  from  time  to  time  in 
loans  to  members  upon  real  estate  for  home  purposes,  the  bor- 
rowing members  paying  interest  and  a premium  as  a preference 
in  securing  loans  over  other  members,  and  continuing  their 
periodical  payments  in  addition,  all  of  which  payments,  to- 
gether with  the  non-borrower's  payments,  including  fines  for 
the  failure  to  pay  such  fixed  installments,  forfeitures  for 
the  continued  failure  to  pay  such  payments,  fees  for  the  trans- 
ferring of  stock,  membership  fees  required  upon  the  entrance 
of  the  member  into  the  society,  and  such  other  revenues  go  into; 
the  common  fund  until  such  time  as  that  installment  payments 
and  the  profits  aggregate  the  face  value  of  all  the  shares  in  j 
the  association,  when  the  assets,  after  the  expenses  and  the 
losses  are  pro-rated  among  all  of  the  members,  which,  in  legal 
effect  cancels  the  borrower's  debt  and  gives  the  non-borrower 
the  amount  of  his  stock."  1 

The  object  of  the  Building  and  Loan  Association  is  to 
furnish  a safe  means  for  the  accumulation  of  savings,  accomp- 
1,  Ninth  Annual  Report  of  the  Commissioner  of  Labor.  1893. 
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anied  with  an  opportunity  to  secure  money  at  reasonable  rates 
for  the  building  of  homes.  The  name  of  BUILDING  AND  LOAN  ASSO* 
CIATIONS  is  not  as  appropriate  a name  for  such  institutions 
as  would  be  that  of  CO-OPERATIVE  SAVINGS  AND  LOAN  ASSOCIATIONS? 
as  this  more  nearly  expresses  the  theory  of  the  associations. 

There  are  various  reasons  why  persons  become  members  of 
these  associations.  In  the  first  place  they  are  sought  because 
they  are  a safe  depository  for  slowly  accumulating  funds,  and 
because  the  people  know  their  savings  are  safer  when  they  are 
thus  deposited  than  if  retained  in  their  own  possession.  Such 
persons  find  a strong  inducement  to  become  members,  because  the 
association  provides  a safe  and  convenient  method  of  investing 
their  small  savings  at  the  best  arte  of  interest  obtainable. 
Others  use  the  associations  as  they  would  a savings  bank,  for 
the  purpose  of  accumulating  funds  for  the  purchase  of  a lot  , or 
a home,  to  embark  in  business,  or  some  other  form  of  investment 
later  on.  Many  persons  are  in  the  association  because  of  the 
privilege  that  they  have  in  the  anticipation  of  the  future  and 
securing  the  immediate  use  of  their  money  that  they  pay  back 
in  small  monthly  payments  out  of  their  earnings.  ^ 

Building,  Loan  and  Savings  Associations  are  now  an  import- 
ant factor  in  the  social  economy  of  the  country.  Their  estab- 
lishment is  encouraged  by  the  economists  and  philanthropists , 
and  they  are  carefully  guarded  and  fostered  by  legislation.  The 
large  middle  class  of  our  population,  among  whom  they  principly 
flourish,  recognize  them  as  a means  to  financial  betterment  and 
advancement. 

1.  Seymour  Dexter,  Co-operative  Savings  and  Loan  Associations. 
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The  advantages  of  these  institutions  are;- 

1.  Each  member  has  a voice  in  the  creation  and  the  manage- 
ment, and  all  share  equitably  in  its  advantages  and  profits.  j 

2.  It  furnishes  the  best  method  by  which  wage  earners  and 
others  with  limited  incomes  can  become  their  own  capitalists. 

3.  The  association  furnishes  a better  and  safer  opportunity 
than  any  other  plah  that  has  yet  been  devised  for  the  securing 
of  a liberal  Return  of  profits  from  small  and  periodical  savings, 

4.  The  industrial  classes,  the  storekeepers,  and  manufac- 
turers are  instructed  in  the  management  of  money  and  property. 

5.  The  important  feature  of  these  associations  lies  in 

the  fact  that  they  enable  members  to  secure  the  benefit  of  their 
earnings  in  advance  by  loaning  to  the  members  funds  with  which 
to  build  homes  or  embark  in  other  enterprises.  These  loans  they 
are  privileged  to  repay  in  such  regular  weekly  or  monthly 
installments  as  their  earnings  will  permit.  In  many  cases  they 
are  enabled  to  make  straight  loans. 

6.  The  line  of  credit  that  is  extended  to  the  wage-earner, 

small  manufacturer  or  small  merchant  is  an  important  factor  in 

1 

the  developement  of  the  country. 


1.  Henry  S.  Rosenthal,  Building,  Loan  and  Savings  Associations 
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PART  II. 

HISTORY. 

Building  and  Loan  Associations  existed  as  early  as  179Q  in 
England.  The  fisr  association  of  which  there  is  any  account  is 
that  of  the  Union  Building  Association,  founded  at  Greenwich, 
England,  in  January  1809,  The  purpose  of  this  organization 
was  the  reusing  by  monthly  subscriptions  a fund  to  be  expended 
in  the  building  of  houses.  These  houses  as  they  were  built  were 
deeded  to  the  different  members  of  the  association.  The  member- 
ship of  this  society  was  limited  to  the  number  of  fifty,  the 
whole  numbefc  of  shares  was  two  hundred,  of  a value  of  210  each. 
A member  was  subjected  to  a fine  in  default  of  payment,  which 
were  in  monthly  installments  of  two  guineas  each,  and  if  he 
continued  to  fail  to  make  his  payments,  the  money  already  paid 
in  was  under  certain  conditions  forfeited  to  the  society. 

Every  share  in  this  association  represented  a dwelling  house. 
They  were  distributed  among  the  members  by  lot,  a new  house 
being  built  as  often  as  the  society  had  sufficient  funds.  From 
the  time  a house  was  finished  the  member  owning  it  paid  to  the 
five  per  cent  per  annum  and  his  share  of  the  210  until  the 
close  of'  the  society,  at  which  timeeach  member  should  have  paid 
in  the  full  amount  of  the  share  held  by  him.  ^ 

Numerous  other  societies  were  started  on  the  same  plan  as 
this  and  operated  in  alike  manner.  The  first  socfties  all  being 
for  the  purpose  of  building  homes  for  the  members. 

The  first  building  association  in  this  country  was  organiz- 
ed in  Frankfort,  a suburb  of  the  city  of  Philadelphia,  January 
1.  A.  Cummings,  Jr.,  Building  and  Loan  Associations. 
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3,  1831,  and  named  the  "Oxford  Provident  Building  Association", 
The  scheme  was  simple.  There  was  a single  series  of  stock, 
entrance  fee  of  five  dollars,  monthly  dues  on  each  share  of 
stock  of  three  dollars,  and  matured  value  of  the  shares  $ 500, 
The  shares  reached  their  maturity  in  ten  years  and  six  months, 
at  which  time  the  association  was  dissolved.  There  immediately 
followed  an  association  of  the  same  name.  From  this  start  in 
the  city  of  Philadelphia  there  were  numerous  other  associations 
formed  there  and  the  idea  rapidly  extended  to  other  cities, 
Brooklyn,  N.Y.  being  the  home  of  the  next  society  formed. 
Pennsylvania  led  in  the  number  of  associations  to  be  formed  in 
this  early  period  and  still  maintains  the  lead  in  the  number 
of  associations  and  the  amount  of  their  assets  and  stock. 

The  associations  gradually  spread  to  the  west  and  the  first 
western  association  was  organized  in  Chicago,  in  1349,  under 
the  name  of  the  Chicago  Building  Asspciation,  It  conducted  bus- 
iness without  a charter  until  1851,  when  it  was  chartered  by  a 
special  act  of  the  legislature.  Another  was  organized  in  Jersey- 
ville  in  1852,  and  a third  in  Chicago  in  1857.  In  Ohio  the  first 
association  was  organized  in  Cincinnatti,  July  8,  1868.  The 
Mutual  Home  and  Savings  Association  was  organized  in  Dayton,  in 
1871,  As  a result  of  the  successful  operation  of  these  associa- 
tions they  spread  rapidly  into  the  surrounding  cities  and  to-day 
almost  every  town  of  any  size  has  its  Building  and  Loan  Associa- 
tion, and  many  times  several.  Associations  gradually  spread  to 
Kentucky,  Indiana,  Michigan,  Iowa,  Nebraska,  Missouri,  Kansas, 
and  to  the  other  states  and  territories.  The  spread  of  the 
associations  in  the  east  and  especially  in  Massachussetts  has 
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been  limited  by  the  system  of  savings  banks  under  the  control 
of  the  state  that  have  been  organized  there. 

The  Ninth  Annual  Report  of  the  Department  of  Labor  for  the 
year  1893  contained  the  first  authentic  compilation  of  statstics 
that  had  ever  been  gathered  relating  to  the  Building  , Loan  and 
Savings  Association  movement  in  the  United  States.  In  this  re- 
port the  following  statstics  show  the  standing  of  associations 
to  be; 


Number  of  Associations 
Male  shareholders  in  assc.  rptg. 
Female  shareholders  in  assc0  rptg. 
Total 

Average  shareholders  per  assc.  rptg. 


5,838 

919,614 

307,828 

1,745,725 

301.2 


Shareholders  who  are  borrowers  in  assc  rptg  455,411 
Per  cent  of  borrowers  in  assc.  fcptg.  26.25 

Number  of  shares  in  assc  rptg.  13,255,872 

Total  dues  and  profits  $450,667,594 

Average  shares  per  shareholder  in  assc.  rptg.  7.5 

Average  dues  per  shareholder  in  assc.  rptg.  $ 257.26 

Average  value  of  shares  in  assc.  rptg.  $ 34,18 

Total  profits  $ 80,664,116 

Average  size  of  loans  in  assc.  fcptg.  $1,120 

Homes  acquired  in  assc,  rptg.  314,755 

In  this  report  there  are  240  associations  that  are  doing 
business  as  National  Associations.  This  method  of  doing  busi- 
ness has  been  discontinued  almost  entirely. 

The  statstics  available  showing  the  standing  of  the  build* 
ing  association  movement,  as  reported  from  year  to  year  by 
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Mr.  M.  F.  Cellarius,  Secretary  of  the  United  States  League  of 
Local  Building  and  Loan  Associations,  covering  the  business  of 
the  year  1909  are;- 

State.  No.  of  Total  Assets  Increase  Inc.  in 

Assc.  Membership  in  Assets  mbrship 

1.  Pennsylvania  1,450  400,000  $171,500,000  $12,989,255  10,554 


2.  Ohio 

647 

328,866 

153,504,501 

14,164,077 

1,204 

3.  New  Jersey 

477 

164,  569 

78,788,161 

5,269,927 

8,263 

4.  Illinois 

524 

118,994 

58,444,972 

4,131,506 

10,260 

5,  Massachussetts 

140 

129,619 

55,945,634 

4,605,731 

9,044 

6,  New  York 

247 

114,436 

42,070,940 

2,908,338 

6,236 

70  Indiana 

327 

120,500 

35,934,418 

1,803,002 

442 

8.  California 

105 

30,839 

20,228,116 

592,449 

9.  Nebraska 

70 

49,441 

17,094,771 

3,678,949 

6,758 

10.  Michigan 

59 

41,188 

16,304,383 

1,247,890 

2,006 

11.  Dits.  of  Col. 

22 

27,125 

14,393,927 

12.  Louisiana 

59 

29,800 

13,461,091 

1,937,437 

2,437 

13.  Missouri 

128 

23,717 

10,168,631 

867,970 

2,019 

14.  Kansas 

58 

39,114 

10,107,663 

4,328,465 

21,455 

15.  North  Carolina 

98 

23,789 

6,791,619 

770,198 

2,487 

16.  Wisconsin 

53 

14,517 

5,268,863 

538,159 

2,002 

17.  Minnesota 

67 

11,022 

4,559,927 

18.  Iowa 

48 

15,300 

4,390,443 

19.  W,  Virginia 

38 

11,460 

4,283,728 

169,844 

230 

20.  Maine 

35 

9,691 

4,085,811 

216,669 

262 

21,  Tennessee 

15 

5,360 

2,800,917 

72,614 

145 

22.  Connecticut 

11 

2,964 

2,096,523 

197,693 

23.  New  Hampshire 

17 

7,400 

2,016,861 

38,734 

159 

24,  North  Dakota 

9 

3,125 

1,785,782 

287,900 

525 

Other  States!, 

009 

293,915 

120,305,947 

11,340,099 

15,240 

*-*  Total  5, 

713 

2,016,651 

856,332,719 

72,156,966 

96,374 

Thus  it  will  be  seen  that  during  the  period  intervening 
between  the  two  reports  the  number  of  associations  has  decreased 
while  the  total  holdings  have  increased  about  100$, 

In  1869,  a general  act  was  passed  fey  the  legislature  of  the 
state  of  Illinois  that  authorized  the  incorporation  of  Building 
and  Loan  Assoications  under  state  laws,  A law  passed  in  1872 
concerning  building  and  loan  associations  after  much  argument  in 
the  Supreme  Court  of  the  state  was  firts  repealed  and  then  reen- 
acted after  the  court  upon  a rehearing  of  the  case  reversed  its 
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former  decision  that  the  law  was  unconstitutional  and  declared 
the  act  to  be  constitutional.  The  Section  of  the  Act  in  the 
question  before  the  court  was  as  follows,  "Corporations  organ- 
zed  under  this  act  being  of  the  nature  of  co-operative  associat- 
ions, therefore,  no  premiums,  fines,  nor  interests  on  such  pre- 
miums that  may  accrue  to  the  said  corporations  according  to  the 
provisions  of  this  act  shall  be  deemed  usurious,  and  the  same 
may  be  collected  as  any  other  debt  of  like  amount  may  be  collect 
ed  in  this  state". 

At  this  time  the  number  of  associations  in  this  state  was 
about  twenty  but  in  the  1912  report  of  the  Auditor  of  Public 
Accounts  upon  Building  and  Loan  Associations  there  were  592 
associations  doing  business  in  the  state. 

Since  the  passage  of  the  Act  of  1872  it  has  been  amended 
twice.  Once  it  was  amended  to  authorize  the  installment  plan 


of  paying  premiums  and  the  other  time  to  exempt  the  stock  and 
mortgages  of  the  associations  from  taxation. 

In  the  1912  report  of  the  Auditor  of  Public  Accounts  it 

| 

may  be  seen  that  the  tredd  of  the  business  is  still  upon  the 
increase,  as  illustrated  by  the  fact  that  there  were  152,627 
more  shares  issued  during  the  year  than  were  retired,  withdrawn 
and  matured. 

The  report  showing  the  condition  of  the  Building  and  Loan 
Associations  in  this  state  as  reported  by  the  Auditor  of  Public 
Accounts  in  regards  to  the  Assets  and  Liabilities  and  the  Stock 
Accounts  follows  upon  page  10. 
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ASSETS. 


Loans  to  stockholders  $ 

Interest,  premiums  and  fines  accrued 

and  unpaid. 

Installmenst  on  stock  due  and  unpaid 
Heal  Estate 

Judgements  of  Master's  certificates 

Real  Estate  sold  on  Contract 

Taxes  advanced 

Insurance  premiums  advanced 

Bills  Receivable 

Accounts  Receivable 

Furniture  and  Fixtures 

Cash  in  Treasury 

Cash  in  Hands  of  Secretary 

Life  Insurance 

*******Total  Assess ...$ 

LIABILITIES. 


68,825,451.25 

338,052.84 
769,877.59 
839,970.13 
265,863,57 
534, 103; 38 
29,154.29 
15,389.17 
419,104.04 
39,261.08 
63,857.37 
2,102,832.39 
213,838.45 
1,040.00 

74,457,794.45  ** 


Installments  paid  in  on  stock  $> 

Installments  paid  in  advance  on  stock 
Installments  on  stock  due  and  unpaid 
| Unearned  premiums 

Interest  premiums  in  advance 
Incomplete  loans 
| Matured  Stock 
1 Prepaid  amd  paid  up  stock 
Bills  Payable 
Accounts  Payable 
Due  Treasurer 
Outstanding  Orders 
Interest 
Contingent  Fund 
Surplus  or  Profit 

*******Total  Liabilities $ 


55,845,806.07 
546,892.97 
769,877.59 
245,318.82 
18,915.94 
184,512.09 
2,355,045.30 
191,041.62 
1,737,868.75 
56,439.40 
30,969.60 
445,491.52 
61,076.32 
819,817.14 
11,158,721.32 
74,457,794.45  ** 


STOCK  ACCOUNT. 


Number  of  shares  issued  during  the  year. 
Number  of  shares  withdrawn  during  the  year 
Number  of  shares  retired  during  the  year 
Number  of  shares  matured  during  the  year 
Number  of  shares  remaining  in  force 


682,892 

456,908 

12,176 

81,181 

2,069,467** 
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The  Building  Association  since  its  introduction  into  the 
Untied  States  has  appeared  in  three  distinct  forms,  the  latter 
two  of  which  are  still  in  existence  but  the  first  disappeared 
with  the  first  transition  of  the  institutions. 

In  the  primitive  building  association  in  Philadelphia  there 
was  but  a single  series  of  stock  issued;  every  person  taking 
shares  of  stock  subsequent  to  the  date  of  the  first  fossue  of 
shares  was  compelled  to  pay  all  back  dues  upon  the  stock  in  order 
to  be  in  the  same  position  as  those  who  took  out  shares  at  the 
date  of  first  issue;  so  that  each  shareholder  paid  into  the 
association,  regardless  of  the  time  when  he  took  the  shares, 
the  same  amount  as  every  other  stockholder.  Loans  were  made  only 
to  the  stockholders,  and  all  who  wished  to  secure  loans  must 
either  subscribe  for  stock  at  the  time  issued  or  pay  the  amount 
of  back  dues  which  had  accrued  upon  the  stock  since  the  date  of 
issue.  The  lifetime  of  an  association  was  limited  to  the  maturity 
of  a single  series  or  issue  of  stock.  This  system  necessarily 
involved  the  condition  that  each  shareholder  borrow  the  amount 
that  he  put  into  the  association  up  to  the  mature  value  of  the 
stock  or  shares  th8t  he  was  paying  for  or  were  held  by  him. 

In  the  course  of  years  it  often  happaned  that  there  were 
stockholders  that  did  not  care  to  borrow  and  the  power  of  the 
association  to  force  them  to  borrow  the  amount  that  the y had 
paid  in  was  called  forced  loans.  This  was  very  unsatisfactory 
and  led  to  the  discontinuance  of  this  system,  and  the  rise  of 
the  system  known  as  the  serial  plan  in  place  of  the  former  plan 
which  was  known  as  the  terminating  plan. 

The  terminating  plan  had  three  serious  defects,  viz;- 
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1.  The  dissolution  of  the  association  when  the  issue  of 
stock  matured. 


2.  The  large  amount  of  back  dues  which  the  new  stockholder 
would  have  to  pay  to  become  a member  of  the  association  after 
it  had  been  running  for  some  time.  AJ.1  members  and  those  that 
wished  to  borrow  could  not  be  prepared  to  do  so  at  the  time  the 
association  was  organized.  This  often  led  to  the  organization  of 
numerous  associations  in  the  same  place  where  the  demand  for  an 
institution  of  this  kind  could  easliy  have  been  filled  by  one 
association  had  there  been  a system  by  which  new  members  could 
have  received  loans  within  a reasonable  time. 

3.  The  making  of  forced  loans. 

The  serial  plan  wqs  an  outgrowth  of  an  effort  to  eliminate 
the  defects  of  the  former  system  and  provide  a better  method  of 
operating  the  associations  as  well  as  to  better  meet  the  demands  | 
of  the  people  of  the  locality  in  which  it  was  located.  Under 
this  scheme  a new  series  of  stock  was  issued  at  the  beginning  of 
every  fiscal  year,  or  semi-annually  and  in  some  cases  there  is  * 
an  issue  quarterly.  The  number  of  issues  of  stock  is  according 
to  the  option  of  the  association  and  the  demand  for  loans  in 
that  locality. 

This  scheme  of  issuing  the  stock  obviated  two  of  the  serious 
defects  of  the  terminating  plan  and  almost  the  third  defect.  It 
permitted  the  association  to  become  perpetual  and  furnished  a 
new  series  of  stock  so  that  one  wishing  to  become  a member  did 

i 

not  have  a great  amount  of  back  dues  to  pay  upon  taking  out 
stock  subsequent  to  the  d ate  of  issue.  The  third  defect  in  the 
terminating  plan  is  in  a great  measure  eliminated  for  the  reason 
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that  the  new  stockholders  are  nearly  always  borrowers,  the  funds 
then  being  used  up  by  the  new  members  who  have  entered  the  asso- 
ciation for  the  express  purpose  of  borrowing  money.  Also  the 
withdrawal  of  stock  and  receiving  the  face  value  of  the  same  as 
well  as  several  other  schemes  to  be  taken  up  later  have  thus 
practically  eliminated  the  third  defect  of  the  associations  as 
first  operated. 

As  building  associations  became  better  understood  and  more 
popular  a demand  arose  for  some  form  of  association  more  pliable 
and  adaptable  than  either  the  terminating  or  the  serial  plan. 

This  new  modification  is  the  perpetual  or  permanent  plan.  It  is- 
also  known  more  generally  as  the  Dayton  plan  having  originated 
with  a Building  and  Loan  Association  in  that  city.  Under  this 
perpetual  or  Dayton  plan  associations  aBe  granted  perpetual 
charters,  their  capital  stock  being  fixed  at  a certain  sim.  They 
are  allowed  to  begin  operations  as  soon  as  a certain  prpportion 
of  the  capital  stock  has  been  subscribed.  After  the  association 
is  in  operation  members  are  allowed  to  enter  at  any  time  on  an 
equlaity  with  the  original  subscribers,  the  stock  of  each  member 
dating  fromthe  time  of  his  entry.  Thus  the  business  runs  along 
from  year  t<b  year  until  finally  all  of  this  original  capital 
stock  is  subscribed,  when  an  additional  amount  of  capital  stock 
may  be  added  by  taking  the  proper  steps  in  the  state  in  which 
the  association  is  located.  The  shares  in  this  scheme  do  not 
mature  at  the  same  time  or  in  certain  periodical  lots  but  a few 
shares  at  a time,  and  are  continually  maturing  causing  no  embarr- 
assment in  any  way  to  the  association  in  the  payment  of  matured 
shares  because  the  funds  are  out  in  loans. 
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Under  this  plan  the  members  have  the  privilege  of  withdrawal 
as  they  have  of  entry  and  may  withdraw  at  any  time.  They  receive 
upon  their  withdrawal  their  equitable  share  of  the  assets  as  per 
the  time  they  have  been  in  the  association  and  the  amount  and 
number  of  their  shares.  It  is  now  shown  that  interest , premiums , 
and  dividends  may  be  calculated,  and  the  value  of  each  individual 
share  may  be  determined  to  make  this  equitable  return  and  adjust- 
ment » 

A History  of  the  Building  and  Loan  Associations  in  this 
country  would  not  be  complete  without  taking  into  account  the 
great  work  and  part  the  Building  and  L0an  Associations  Leagues, 
National,  State  and  Loaal  have  had  in  the  developement  of  their 
institution. 

The  necessity  for  greater  uniformity  of  methods,  the  cons- 
tant vigilance  required  to  prevent  inimical  legislation  and  the 
concerted  action  necessary  to  secure  progressive  enactments 
favorable  to  the  developement  of  these  institutions,  led  to  the 
formation  of  the  so-called  leagues,  which  enable  an  interchange 
of  veiws,  foster  a spirit  of  mutuality  and  make  for  harmonious 
and  concurrent  action. 

In  the  United  States,  in  1892,  at  a state  convention  of 
the  Ohio  Building  Associations  League,  held  at  Toledo,  Ohio,  a 
resolution  was  passed  for  the  appointment  of  delegates  to  a 
provisional  convention  of  the  various  leagues  then  in  existence 
in  the  United  States.  This  was  carreid  on  to  all  of  the  several 
other  leagues  then  in  existence  in  the  United  States.  A prelim- 
inary meeting  was  held  in  April  1893,  it  being  decided  that  a 
meeting  should  be  hied  in  Chicago,  during  the  World's  Fair  in 
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the  month  of  July.  This  was  the  first  meeting  of  the  United  Statei 
League  of  Local  Building  and  Loan  Associations.  Yearly  meetings 
have  been  held  simze  that  time  in  various  cities  of  the  United 
States,  the  last  one  being  held  at  Atlantic  City,  New  Jersey, 

July  9—11,  1912. 

The  statstical  information  and  the  reading  of  papers  to- 
gether with  the  discussions  of  these  papers  has  done  a great  deal 
towards  the  making  of  greater  uniformity  of  methods,  acquainting 
all  with  the  best  methods  of  operation,  and  the  protection  of  the 
interests  of  the  associations. 

State  leagues  with  the  same  purposes  in  veiw  and  accomplish- 
ing the  same  results  but  lacking  the  scope  of  the  National  League 
are  in  existence  in  practically  every  state  having  any  number 
of  associations  and  are  of  great  value.  Also  there  are  local 
leagues  as  the  Chicago  Building  and  Loan  Association  League, 

The  work  of  the  league  will  divide  itself  into  two  branches; 

1.  The  primary  purpose  of  the  organization  of  a league  will 
be  to  secure  favorable  legislation  and  to  prevent  legislation 
inimical  to  the  interests  of  the  associations.  Matters  of  legis- 
lation are  discussed  at  the  meetings  of  the  leagues  and  delegates 
are  selected  to  go  before  the  legislative  body  for  the  purpose 

of  arguing  the  merits  of  the  proposed  or  recommended  enactment. 

It  provides  for  a concerted  and  well  directed  force  for  the  pro- 
tection of  the  interests  of  the  associations. 

2,  A second  matter  of  great  importance  to  the  associations 
is  the  opprotunity  which  the  existence  of  a league  affords  for 
the  discussion  of  all  questions  connected  with  the  practical 
management  of  associations.  All  the  ideas  of  the  several  associa- 
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tions  represented  and  the  leading  men  in  the  movement  are 
brought  to-gether  and  the  papers  and  discussions  therein  lead 
towards  the  greater  knowledge  about  the  institutions,  the  resul  t 
being  the  more  intelligent  operation  and  greater  benefits, 
as  well  as  better  service  to  the  members  and  the  community  in 
which  the  associations  operate. 


; 
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PART  III. 

ORGANIZATION. 

In  seeking  to  establish  a building  association  it  is  nec- 
essary to  bear  in  mind  the  conditions  which  are  essential  to 
make  a co-operative  undertaking  successful.  There  must  be  a 
community  of  wage  earners,  or  of  persons  of  small  incomes,  and 
the  element  of  permanency  in  the  local  enterprises  from  which  the 
incomes  of  the  community  are  d erived.  This  element  of  permanency 
is  usually  found  in  localities  in  which  there  is  an  extensive 
manufacturing  of  staple  articles,  in  the  sale  of  the  same  in 
populous  districts,  in  market  gardening,  and  other  forms  of  agri- 
cultural pursuits,  in  mining  and  the  several  other  industrial 

I 

occupations.  However  it  is  very  essential  that  there  be  a large 

i 

population  of  the  so-called  middle  class  or  the  more  intelligent 
part  of  the  working  class  as  it  is  to  this  class  of  people  that 

I 

the  idea  of  the  Building  Association  most  appeals  and  it  is  to 
them  that  it  does  the  greatest  good, 

! 

After  the  idea  has  had  its  inception  in  the  minds  of  the 

j ^ 

primary  organizers  and  the  need  of  the  association  is  ascertained, 
a meeting  of  those  interested  should  be  called.  At  this  meeting 
temporary  officers,  consisting  of  a chairman,  secretary,  treas- 
urer and  an  attorney  should  be  elected.  It  is  of  great  importance 
to  the  success  and  prestige  of  the  new  association  that  these 
temporary  officers  should  be  persons  of  importance  in  the  comm- 
unity. If  there  is  any  doubt  as  to  the  advisability  of  the  organ- 
ization of  the  association  as  in  the  case  that  there  are  already 
one  or  more  associations  in  existence  in  that  particular  place 
a committee  should  be  appointed  to  investigate  the  conditions 
and  to  make  a canvass  .of.,  the  prospective  members  o„r-uU^-ss^s--to~-be— 
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included. 

When  it  shall  finally  be  decided  to  proceed  with  the  organ- 
ization the  first  thing  to  be  done  is  to  choose  a name.  In  choos- 
ing the  name  the  following  facts  should  be  taken  into  account;- 

1.  That  the  name  in  its  form  must  correspond  to  the  require- 
ments of  the  statutes  under  which  the  association  is  to  organize. 

2.  It  must  not  be  identical  with,  or  bear  a close  resemblance 
or  a misleading  one  to  the  name  of  some  other  similar  organization 
in  the  place  where  organized. 

3.  It  must  not  be  of  such  a general  or  descriptive  character 
that  the  association  by  using  it  cannot  acquire  exclusive  rights 
in  it. 

4.  The  name  must  not  be  improperly  or  prejudicially  assumed, 
and  must  not  be  misleading  in  its  form  or  character.1 

Following  the  selection  of  a name  for  the  new  association 

comes  the  necessity  of  determining  the  amount  of  the  capital 

stock  and  the  value  of  the  shares.  This  value  and  amount  should 

be  largely  according  to  the  locality  in  which  the  association 

is  to  be  located,  unless  the  value  of  the  shares,  as  in  a great 

many  states  at  the  present  time,  is  determined  by  state  law0  In 

the  larger  cities  the  average  amount  of  the  capital  stock  varies 

from  f 200,000  to  $ 5,000,000,  and  the  shares  range  in  value  from 

one  hundred  dollars  to  five  hundred  dollars.  In  this  state  the 

value  of  the  shares  is  limited  to  one  hundred  dollars  by  the  laws 

2 

regulating  Building  and  Loan  Associations. 

1.  Henry  S.  Rosenthal.  Building,  Loan  and  Savings  Association 

2.  1912  Report  of  the  Auditor  of  Public  Accounts.  (Illinois),, 
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The  regular  dues  or  stock  payments  are  generally  25^,  50^, 
or  $1.  In  smaller  towns  the  capital  stock  varies  from  $ 50,000 
to  $ 1,000,000,  and  the  value  of  the  shares  to  the  same  amount 
as  in  the  case  of  the  larger  cities.  These  dues  are  payable  in 
weekly  or  monthly  installments.  In  some  cases  the  number  of  shares; 
which  any  one  stockholder  may  hold  is  limited  and  the  voting 
power  of  shareholders  holding  over  a certain  amount  is  very  often 
limited  generally  to  be  allowed  to  vote  on  only  about  twenty 
shares  of  the  holdings  of  stock,  no  vote  on  the  shores  over  $hat 
amount  being  allowed. 

The  method  of  organization  in  Illinois  is  very  definitely 
stated  and  the  laws  governing  the  same  are  very  explicit.  The 
laws  regulating  the  organization  of  Building  Associations  are;- 

License,  (How  obtained). 

"Whenever  any  number  of  persons,  not  less  than  five  (5),  may 
desire  to  become  incorporated  as  a Mutual  Building,  Loan  and 
Homestead  Association  for  the  purpose  of  building  and  improving 
homesteads,  and  loaning  money  to  members  thereof  only,  they  shall 
make  a statement  to  that  effect  under  their  hands  and  seals,  duly 
acknowledged  before  some  officer,  in  the  manner  provided  for  the 
acknowledgement  of  deeds.  Such  statement  shall  set  forth  the  name 
of  the  proposed  association,  the  capital  stock  to  be  accumulated, 
its  location  and  the  duration  of  the  association,  which  state- 
mnet  shall  be  filed  in  the  office  of  the  Auditor  of  Public  Acc- 
ounts. The  Auditor  of  Public  Accounts  shall  thereupon  issue  to 
such  persons  a license  as  commissioners  to  open  the  books  for 
subscriptions  to  the  shares  of  capital  stock  of  the  said  assoc- 
iation at  such  time  and  place  as  they  may  determine,  but  no 
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license  shall  be  issued  to  two  associations  having  the  same  or 
a similar  name". 

"As  soon  as  one  hundred  or  more  shares  of  stock  shall  be 
subscribed  the  commissioners  of  the  a ssoc iation  shall  convene 
and  call  the  stockholders  to-gether  for  a meeting  to  elect  direct- 
ors of  the  association,  the  adoption  of  a charter  and  by-laws,  and 
the  transaction  of  such  other  business  as  might  come  up  before 
them.  Notice  thereof  shall  be  given  by  depositing  in  the  post- 
office,  properly  addressed  to  each  subscriber,  at  least  ten  days 
before  the  time  fixed,  a written  or  printed  notice,  stating  the 
object,  time  and  place  of  such  meeting." 

"The  commissioners  shall  make  a full  report  of  their  pro- 

| ceedings,  including  therein  a copy  of  the  notice  provided  for  in  j 
the  proceeding  section,  a copy  of  the  subscription  list,  a copy 
of  the  by-laws  adopted  by  the  association,  and  the  names  of  the 
directors  elected  and  their  respective  terms  of  office,  which 
report  shall  be  sworn  to  by  it  least  a majority  of  the  commiss- 

1 

loners,  and  shall  be  filed  in  the  office  of  the  Auditor  of  Public 
Accounts,  and  the  Auditor  of  Public  Accounts  shall  submit  said 
by-laws  to  the  Attorney  General,  who  shall  report  whether  such 
by-laws  confrom  to  the  requirements  of  this  act,  and  if  approved 
by  the  Attorney  General,  the  Auditor  of  Public  Accounts  shall 
issue  a certificate  of  complete  organization  of  the  association, 
making  a part  thereof  of  all  papers  (a  copy)  filed  in  his  office 
in  and  about  the  organization  of  the  association,  duly  authenti- 
cated under  his  hand  and  seal  of  office;  and  shall  be  recorded  in 
the  office  of  the  recorder  of  deeds  in  the  county  in  which  the 
principle  office  of  the  association  is  located.  Upon  the  recording 
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of  said  copy,  the  association  shall  be  deemed  fully  organized  and 
may  proceed  to  business'*. 

"Unless  the  association  shall  organize  and  proceed  in  business, 
as  provided  in  this  act,  within  two  years  after  the  date  of  issue 
of  such  license,  the  license  shall  be  deemed  revoked,  and  all 
proceedings  thereunder  void". 

The  most  important  matter  connected  with  the  organization  of 
an  association  is  the  framing  of  the  rules  or  articles  under  which 
it  is  to  operate.  That  part  of  the  rules  regulating  the  operation 
of  the  association  must  pass  the  inspection  and  approval  of  the 
incorporating  authorities  in  most  states  and  must  in  Illinois, as 
shown  in  the  laws  previously  quoted.  As  the  constitution  is  the 
fundamental  law,  it  should  be  framed  with  a veiw  towards  perman- 
ency, allowing  only  the  most  imperative  necessity,  and,  as  neraly 
as  possible  unanimity  to  change  it.  All  minor  regulations  should 
be  omitted  from  the  constitution  and  reserved  for  the  by-laws 
and  rules  of  business. 

After  the  constitution  is  adopted  a set  of  by-laws  should  be 
prepared  for  the  internal  government  of  the  association  in  accord- 
ance with  the  constitution  and  the  generally  accepted  parliamen- 
tary usage.  The  by-laws  are  not  of  a organic  character  as  is  the 
constitution,  but  simply  express  an  agreement  among  the  members 
as  to  how  the  different  parts  of  the  work  of  the  association  shall 
be  carried  on.  They  may  be  modified  from  time  to  time  as  may  suit 
the  convenience  or  necessities  of  the  associations,  officers  and 
members.  The  by-laws  must  conform  to  the  constitution  of  the  asso- 
ciation and  to  the  general  principles  of  common  justice  and  equity, 
and  must  be  reasonable  in  their  requirements.  A by-law  is  presumed 
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to  be  enacted  by  the  common  consent  of  all  of  the  members  of  the 
association.  If  therefore  a by-law  shall  be  enacted  that  infringes 
upon  the  common  rights,  or  rights  established  by  contract  of  any 
member  it  is  void.  ( Court  Decisions).  In  like  manner,  if  a by-law 
is  repealed  and  thus  an  injustice  is  done  to  any  member  whose  rights 
before  were  protected  by  the  by-law  such  actiom  is  void.  The  enact- 
ment of  new  by-laws  cannot  add  additional  requirements  to  contracts 
in  existence  before  their  enactment.  By-laws  must  not  be  enacted 
*hich,  from  their  nature,  cannot  be  enforced,  or  which  are  evid- 
ently of  a "vexatious,  nugatory,  and  oppressive"  character.  Nor 
I can  a by-law  be  enacted  which  has  the  effect  of  restricting  any 
| member  from  legal  rights  or  remedies. 

A form  of  constitution  adopted  and  recommended  by  the  United 
States  League  of  Local  Building  and  Loan  Associations  includes 
j the  following  as  essentials  to  be  taken  up  in  the  constitution  of 
• the  associations, 

ARTICLE  I. 

! 

Name  and  Location, 

ARTICLE  II. 

Purpose . 

ARTICLE  III. 

Capital  Stock. 

ARTICLE  IV. 

Members . 

ARTICLE  V. 

Annual  Meetings. 

ARTICLE  VI. 

Other  meetings  thait  the  annual  ones. 
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ARTICLE  VII. 
Directors  and  Officers, 


ARTICLE  VIII. 

Amendments  to  the  constitution. 
ARTICLE  IX. 


i 

i 


Consolidation  and  dissolution. 

The  By-laws  recommended  by  the  United  States  League  in  the 
outline  form  include  the  following  tentative  plan;- 

Duties  of  the  President  and  Vice-President. 

Duties  of  the  Secretary. 

Duties  of  the  Treasurer. 

Duties  of  the  Attorney. 

Committees  of  the  Board  of  Directors. 

a.  Executive  or  Finance  Committee. 

b.  Apprasing  or  securities  committee. 
Indemity  Bonds. 

Tenure  of  Office. 

Meetings  of  Directors. 

Who  authorized  to  sign  for  the  Association. 
Depositories  and  Disbursements. 

Stock. 


a.  Running  Stock. 

b.  Paid  up  Stock. 

c.  Loan  Stock. 

d.  Permanent  Stock. 
Deposits . 

Transfers. 


Joint  and  Survivorship  Account 


. 


, 


-24- 

Cancellation  of  Stock. 

General  Withdrawal  Rule. 

Earnings . 

Dividends . 

Plans  for  the  calculation  of  Dividends. 

Loans  and  Investments. 

a.  To  whom  made. 

b.  Security. 

c.  Temporary  Loans. 

d.  Mortgage  Loans. 

e.  Repayment  of  Loans. 
fl0  Collateral  Loans. 

g.  Insurance. 

h.  Taxes. 

i.  Interest  on  above  payments. 

j.  Foreclosures. 

k.  Expense  of  Loans. 

l.  Investments. 

m.  Reports. 

Miscellaneous . 

a.  Re-issue  of  Stocks. 

b.  Pass-Books. 

c.  Amendments. 

The  constitution  generally  names  the  officers  of  the  association 
and  the  time  and  method  of  their  election.  As  soon  as  the  const- 
**H.  S.  Rosenthal.  Building,  Loan  and  Savings  Associations. 
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itution  and  by-laws  have  been  adopted  it  will  be  necessary  to 
complete  the  permanent  organization  of  the  association  by  the 
election  of  the  proscribed  officers  according  to  the  method  laid 
down  in  the  constitution.  Men  of  ability,  integrety,  and  popular- 
ity should  be  elected  to  fill  these  positions,  as  it  will  be  due 
in  a great  measure  to  their  efforts  and  influence  that  the  success 
and  future  of  the  association  will  be  based. 

The  laws  of  the  state  of  Illinois  in  regards  to  the  officers 
and  directors  of  Building  and  Loan  Associations  provide  the 
following  measures ;~ 

"The  corporate  powers  shall  be  exercised  by  a board  of  direc- 
tors not  less  than  seven  in  number,  all  of  whom  shall  be  bona  fida 
shareholders  in  such  associations  and  residents  of  the  state  of 
Illinois.  The  officers  shall  consist  of  a President,  Vice-  Presi- 
dent, Secreatary  and  Treasurer  and  Attorney  to  be  elected  at  the 
annual  meeting  of  the  Directors.  The  duties  of  the  officers  , 
their  term  of  office,  the  time  and  manner  of  their  election,  the 
manner  of  filling  vacancies,  the  time  of  holding  periodical  meet- 
ings of  the  officers  and  shareholders,  the  manner  of  calling  all 
special  meetings  not  provided  for  in  this  act,  and  the  manner  of 
voting,  shall  be  determined  by  the  by-laws,  when  not  provided  in 
this  act,  and  iknless  the  compensation  of  the  Secretary  and  Treas- 
urer shall  be  provided  for  in  the  by-laws  the  directors  shall 
annually  fix  and  determine  the  same". 

"Every  person  appointed  or  elected  to  any  position  requiring 
the  receipt,  payment,  management  or  use  of  money  belonging  to 
such  association  shall  within  thirty  days,  after  such  appointment 
or  election  become  bounden  with  two  or  more  good  and  sufficient 


- • - 


. 


. 


-26- 

securities  or  in  some  good  and  responsible  fidelity  insurance 
company,  in  such  sum  as  the  directors  may  require  and  approve. 

Such  bonds  shall  be  executed  annually  and  shall  be  filed  with  the 
Auditor  of  Public  Accounts  of  this  state  within  ten  days  neat 
after  the  approval  thereof  by  the  board  of  directors,  and  the  fee 
for  filing  the  same  shall  be  one  dollar.  Such  bond  shall  be  suff- 
icient in  amount  to  protect  the  association  from  loss  by  reason 
of  malfeasance  in  office  or  failure  to  faithfully  perform  and 
discharge  the  duties  of  his  position.  No  officer  or  employee  who 
! is  required  to  give  bond  shall  be  deemed  qualified  to  enter  upon 

5 

3 

the  discharge  of  his  duties  until  his  bond  shall  have  been  appro- 
j ved  by  a majority  of  the  board  of  directors  by  a written  endorse- 
ment thereon  and  filed  with  the  Auditor  of  Public  Accounts  as 

i 

i 

| herein  required”, 

j This  states  the  regulation  of  the  State  of  Illinois  as  regards 

! the  election  and  the  bonds  of  the  officers  that  are  required  to 

1 

j manage  the  business  of  the  building  associations  in  this  state, 

I the  laws  of  other  states  are  very  much  in  accordance  with  the 

I 

1 

] Illinois  law  in  this  respect.  They  nearly  all  require  that  the 
\ officers  and  those  that  are  responsible  for  the  care  of  the  funds 
of  the  association  be  required  to  give  bond  and  that  this  bond 
shall  be  approved.  This  has  in  a great  measure  been  responsible 
for  the  lack  of  any  great  amount  of  defalcations  among  the  offi- 
cials of  building  and  loan  associations. 

The  stock  of  a corporation  is  defined  to  be  "that  money  or 
property  which  is  put  into  a single  corporate  fund  by  those  who, 
by  subscription  therefor,  become  members  of  the  corporate  body". 

This  common  fund  or  stock  is  divided  into  equal  parts  called  shares. 
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The  number  and  value  of  the  shares  into  which  the  stock  is  divid- 
ed is  fixed  by  the  general  statutes  or  rules  of  the  association. 

A person  becoming  a member  of  a corporation  subscribes  for  a cer- 
tain number  of  shares  and  is  known  as  a shareholder  or  stock- 
holder of  the  corporation.  In  a building  association  this  subscrip- 
tion binds  him  to  pay  into  the  common  fund  in  regular  install- 
ments the  sum  represented  by  all  of  the  shares  for  which  he  has 
subscribed.  The  number  of  shares  which  one  member  may  hold  is 
usually  fixed  by  the  constitution  or  by-laws.  In  some  states  the 
statutes  fix  the  number  of  shares  that  may  be  held  by  any  one 
j person  or  corporation.  In  other  cases  the  holding  of  shares  is  un- 
] limited  but  the  voting  power  is  restricted  to  a certain  number  of 

i 

I shares.  A minimum  number  of  shares  is  often  set  for  a person  to 
j become  a member  of  the  association.  This  is  especially  true  of 
| &he  larger  associations. 

(Illinois  state  law  on  Capital  or  Stock).  "The  capital  to  be 

I 

j accumulated  shall  be  divided  into  shares  having  a maturity  value 

I 

1 

of  one  hundred  dollars  each.  The  shares  shall  be  deemed  to  be 
personal  property  in  the  hands  of  the  members,  transf errable  upon 
the  books  of  the  association  in  the  manner  provided  for  in  the 
by-laws.  The  shares  may  be  issued  at  such  time  or  times  and  in 
such  class  or  classes  as  the  by-laws  shall  designate.  The  shares, 
if  the  by-laws  shall  so  provide,  may  be  issued  in  series  and  be 
subdivided  into  classes,  each  class  having  a different  periodical 
payment  of  dues  payable  in  such  mannerand  in  such  amounts  and  at 
such  time  or  times  that  the  by-laws  may  provide.  Every  share  shall 
be  subject  to  a lien  for  the  payment  of  unpaid  installmenst  and 
such  other  charges  as  may  be  lawfully  incurred  thereon  under  the 
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provisions  of  this  act,  and  the  by-laws  may  provide  the  manner  of 
enforcement  of  such  lien.  The  payment  of  dues  shall  continue  on 
each  share  until  the  same  shall  have  reached  maturity  value  or  be 
withdrawn  or  retired.  All  shares  which  have  matured  or  which  shall 
have  been  cancelled,  withdrawn  or  retired  may  be  reissued  as  of  a 
subsequent  date  or  series.  All  heretofore  issued  by  any  associa- 
tion upon  which  installments  have  been  piad  in  advance,  to-gether 
with  the  interest  allowed  or  paid  thereon,  are  hereby  legalized 
and  validated”. 

The  maximum  capital  stock  is  fixed  originally  in  the  articles 
of  incorporation  and  by  the  constitution  of  an  association.  But  in 
most  states  it  is  competent  for  the  association,  by  virtue  of  the 
authority  granted  in  the  charter  and  the  statutes  regulating  the 

) operation  of  the  associations  to  increase  the  stock  within  the 

i 

| limits  set  by  the  statutes.  In  Illinois  it  is  provided  that  any 
"Loan  or  Building  association  incorporated  under  this  act,  or  any 

• prior  act,  may  extend  the  duration  of  time  for  which  sue  associa- 
tion was  organized,  increase  or  decrease  its  capital  stoak, 

by  a vote  of  the  majority  of  the  capital 

stock  of  such  association  at  any  meeting  of  the  stockholders  of 
such  association.  A copy  of  the  proceedings  must  be  sent  to  the 
Auditor  of  public  Accounts,  who  shall  issue  his  certificate  cert- 
ifying to  the  extension  of  time  or  the  increase  or  decrease  of 
capital  stock.”  This  increase  in  the  capital  stock  comes  only 
after  the  originally  named  amount  has  been  all  subscribed  and  the 
shares  of  the  original  capital  stock  outstanding  are  not  ready 
to  be  matured.  The  same  sare  should  be  exercised  in  the  increas- 
ing of  the  capital  stock  as  was  in  the  case  of  the  original  incorp- 
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oration  of  the  association.  The  needs  of  the  community  and  the 
very  likely  probability  of  the  subscription  of  the  increase 
should  be  investigated. 

The  ownership  of  stock  or  shares  in  a building  association 
doesnot  give  the  holder  a proprietary  interest  or  right  in  the 
property  of  the  association!.  It  simply  gives  him  the  right  to 
share  in  the  surplus  profits  obtained  from  the  use  and  the  invest- 
ment of  the  revenues  of  the  association.  The  shares  are  personal 
property  of  the  holder  and  are  so  designated  in  the  Illinois 
statutes . 

The  shares  in  building  associations  may  like  any  other  form 
| of  personal  property  be  transferred  from  one  person  to  another. 

a 

] The  transfer  is  made  by  ’’assignement  and  delivery”.  This  transfer 
I is  provided  for  in  the  statutes  of  the  states  and  the  method  of 

i 

\ 

transfer  is  provided  for  in  the  by-laws  of  the  association.  It  is 
usually  proscribed  that  a member  whi  is  in  arrears  upon  payments 
of  dues  l^pon  the  stock  cannot  transfer  his  shares  in  the  associa- 
tion. A small  fee  is  attached  to  the  transfer  of  the  shares  upon 
the  books  of  the  association.  This  fee  being  the  equivalent  to 
the  admission  fee  charged  new  members.  The  new  holder  of  the 
shares  has  all  of  the  same  rights  and  privileges  as  had  the  orig- 
inal holder  of  the  shares  of  stock  as  were  accorded  under  the 
stock  issued  of  that  date. 

(Illinois  Statute).  ”A  membership  fee  and  a transfer  fee  may 
be  charged,  neither  of  which  shall  exceed  25^,  and  all  fess  shall 
be  accounted  for  as  a part  of  the  receipts  of  the  association. 

Any  association  may  impose  a penalty  for  the  non-payment  of  dues, 
interest  and  premium,  at  the  time  they  shall  fall  due,  which 
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penalties  shall  in  no  case  exceed  the  sum  of  ten  cents  per  share 
per  month;  and  it  shall  not  be  permissable  to  either  compound 
or  cumulative  such  penalties"* 

For  any  number  of  reasons  an  association  may  wish  to  reorg^ 
anize.  It  may  be  that  the  association  was  one  organized  on  the 
permanent  plan  and  after  the  series  of  stock  had  matured  wished 
to  continue  only  upon  a different  plan  as  the  "serial"  or  "per- 
manent" plans.  There  being  no  other  convenient  data  at  hand 
concerning  this  reorganization,  quotations  from  the  laws  of  Illi- 
nois will  show  the  necessary  steps  to  be  gone  through  with  in 
the  reorganization  or  liquidation  of  an  association. 

] 

(Meeting  of  shareholders.  Reorganization).  "If,  at  the  spe- 

j 

ciai  meeting  of  the  shareholders  to  be  called  as  herein  provided* 
the  shareholders  of  such  association  shall  vote  to  reorganize 

j 

said  association  then  and  in  that  case  the  custodian  shall,  upon 
the  consumation  of  the  reorganization  thereof,  and  when  the  said 
Auditor  shall  so  order  and  direct,  turn  over  to  the  new  manage- 
ment all  the  books,  papers  and  effects  of  every  description  in 
his  hands  belonging  to  such  association". 

This  applies  to  both  those  associations  that  are  in  the 
process  of  reorganization  and  those  that  are  in  the  process  of 
liquidation,  eitdier  forced  or  voluntary.  In  the  process  of  liquid- 
ation a custodian  of  the  association  is  appointed  and  ha3  charge 
of  the  affairs  of  the  association  until  such  time  as  the  Auditor 
sees  fit  to  turn  over  the  management  of  the  affairs  of  the  asso- 
ciation to  the  officals, 

(Voluntary  Liquidation.  Duty  of  Auditor  and  Custodian).  "If 
at  the  special  meeting  of  the  shareholders  to  be  called  as  herein 
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provided,  such  shareholders  shall  vote  to  go  into  voluntary  liquid- 
ation, or  to  otherwise  distontinue  or  close  up  the  business  of 
such  association,  such  custodian  shall,  when  the  said  Auditor 
shall  so  order  and  direct,  return  to  the  shareholder  all  monthly 
payments  received  and  receipted  for  by  him,  and  which  became  due 

and  payable  after  thedate  of  his  appointment  ; and 

the  books  of  the  association  shall  be  turned  over  to  the  persons 
entittled  thereto If  the  association  in  the  examin- 

ation of  its  affairs  by  the  Auditor  of  Public  Accounts  caanot  re- 
organic;  % he  same  shall  be  reported  to  the  Attorney  General  of 
the  state  and  he  shall  apply  at  once  to  the  circuit  court  for  an 
injunction  against  and  restraining  the  association  from  doing  any 
further  business". 

(Reorganization. . .Voluntary  Liquidation).  "Any  association 
may  reorganize  or  go  into  voluntary  liquidation  by  the  votes  of 
its  shareholders  owning  at  least  two  thirds  of  the  shares  in 
force  at  the  time  such  vote  is  taken.  Whenever  such  shareholders 
shall  desire  to  reorganize  or  go  into  voluntary  liquidation,  it 
shall  be  the  duty  of  the  board  of  directors  of  such  association, 
or  a committee  of  the  shareholders  appointed  for  that  purpose, 
to  submit  the  question  of  reorganization  or  voluntary  liquidation 
to  a vote  of  the  shareholders  at  a special  meeting  of  such  share- 
holders to  be  called  as  herein  provided". 

(Meeting  of  Shareholders. .. .Notice) . "Whenever  a meeting  of 
the  shareholders  is  to  be  called  for  the  purpsoe  aforesaid.,  it 
shall  be  the  duty  of  the  board  of  directors,  or  the  said  committee, 
to  convene  a special  meeting  of  the  shareholders  at  the  principle 
office  of  the  association,  at  such  time  as  the  directors  or  the 
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committee  shall  fix  or  determine.  Notice  of  any  such  meeting  shall 
be  given  to  every  member  of  the  association,  by  depositing  in  the 
postoffice,  at  least  ten  days  before  the  time  fixed  for  such  meet- 
ing, a notice  properly  addressed  to  each  shareholder  at  his  last 
recorded  address.  A notice  shall  also  be  sent  to  the  Auditor  of 
Public  Accounts  at  the  same  time". 

(Directors  to  present  Exhibit ... .Notice ) . "Such  directors, 
or  committee  shall  prepare,  or  have  prepared,  a full  and  true  ex- 
hibit of  affairs,  property  and  condition  of  such  association  , 
including  an  itemized  account  of  its  assets  and  liabilities, 

i which  exhibit  shall  be  sworn  to  by  at  least  a majority  of  the 
directors  or  committee,  before  some  Officer  authorized  to  take 
acknowledgements  of  conveyances  in  this  state,  such  exhibit  and 
report  to  be  printed  and  a copy  of  the  same  sent  with  the  notice 

ii 

j of  the  meeting.  The  original  copy  to  be  sworn  to  and  filed  with 
J the  Auditor  of  Public  Accounts". 

i 

(Voting Adoption  of  Resolution  to  Reorganize  or  Liquidate) 

| "At  such  special  meeting  all  votes  shall  be  taken  by  ballot,  and 
| votes  of  its  shareholders  owning  at  least  two  thirds  of  its  shares 
in  force  at  the  time  such  vote  is  taken  shall  be  necessary  to 
carry  any  resolution  for  the  reorganization  or  liquidation  of 
such  association;  and  if  at  such  meeting,  said  shareholders  shalj., 
in  the  manner  herein  provided,  pass  a resoltuion  for  the  reorgan- 
ization or  liquidation  of  such  association,  a copy  of  such  resol- 
ution, duly  certified  by  the  presiding  officer  and  secretary  of 
such  meeting,  shall  be  given  to  and  contain  full  instructions,  and 
define  the  authority  and  compensation  of  the  party  or  parties  to 
be  named  therein,  to  answer  and  discahrge  the  duties  entrusted  to 
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them  by  such  resolution;  and  a like  duly  certified  copy  of  such 
resolution,  instructions  and  authority  shall  immediately  be  filed 
with  the  Auditor  of  Public  Accounts,  by  the  party  or  parties  named 
in  the  resolution,  before  they  shall  enter  upon  the  discharge  of 
their  trust.  Before  the  party  or  parties  named  in  such  resolution^ 
shall  assume  the  duties  of  their  trust,  they  shall  become  bounden 
with  two  or  more  good  and  sufficient  securities,  or  in  some  good 
and  responsible  fidelity  insurance  company,  in  such  sum  as  the 
Auditor  of  Public  Accounts  of  this  state  shall  require  and  approve"^ 

After  this  conformity  with  the  statutes  in  regulation  of  the 
reorganization  of  building  associations  has  been  filled,  if  the  pro- 
cess was  one  of  reorganization  the  association  may  continue  in  bus- 
iness. The  above  quotations  giving  the  methods  very  much  in  detail 
may  be  summed  up  in  a few  words.  Since  the  reorganization  is  always 
one  of  a company  in  existence  the  method  is  first  to  call  a meeting 
of  the  directors  who  shall  provide  for  the  calling  of  a special 
meeting  of  the  shareholders  to  submit  the  question  of  reorganizatioi 
to  the  shareholders  at  the  same  time  submitting  a statement  of 
affairs  of  the  association.  If  tow-thirds  of  the  shareholders  or 
those  owning  two-thirds  of  the  stock  in  existence  approveand  also 
the  Auditor  of  Public  Accounts,  who  is-  in  receipt  of  a copy  of  all 
proceedings  the  reorganization  is  complete  and  business  may  be  re- 
sumed by  the  association.  Officers  are  elected  and  the  operation 
of  the  business  is  the  same  as  of  the  original  association  and  as 
described  in  the  next  section  of  this  papaer. 

1912  Report  of  the  Auditor  of  Public  Accounts. 

H. S. Rosenthal . Building,  Loan  and  Savings  Associations. 

1908,  1909,  1911,  and  1912  Reports  of  the  United  States  League, 
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PART  IV. 
OPERATION. 


Following  the  completion  of  the  organization  the  corporate 
government  comes  first  ih  the  operation  of  an  association. 

A corporate  meeting  is  a meeting  of  the  members  of  an  associa 
tion  regularity  assembled.  Meetings  may  be  general  or  special. 

The  members  thus  assembled  in  a corporate  meeting  constitute  the 
supreme  power  of  the  associations  subject  to  the  limitations 
imposed  by  the  by-lav/s  and  the  constitution  and  the  statutes  of 


the  state.  The  entire  association  is  bound  by  the  acts  of  a maj- 
ority of  its  members  whose  acts  must  be  legal  and  in  due  forip. 
Where  the  statutes  do  not  determine  the  right  of  a member  to  be 
represented  by  rpoxy,  as  in  the  state  of  Illinois,  the  question 
should  be  settled  specifically  in  the  by-laws  or  constitution. 

The  general  meetings  of  associations  are  those  corporate 
meetings  which  occur  at  stated  times  fixed  by  the  constitution  or 
by-laws.  The  shareholders  should  meet  at  least  once  in  every  six 
months,  at  a place  designated  by  the  board  of  directors,  the 
association  building  if  possible.  Each  member  should  be  notified 
of  the  time  and  place  of  the  meeting.  The  usual  business  of  such 
meetings  is  the  election  of  officers  and  the  determining  of  the 
general  policy  and  management  of  the  association. 

Provision  should  be  made  for  the  calling  of  special  meetings 
in  the  constitution  and  by-laws.  They  should  be  drawn  so  that  it 
is  not  optional  with  the  officers  but  their  duty  to  call  special 
meetings  whenever  the  occassion  for  the  same  should  arise.  The 
notification  of  the  members  and  the  purpose  of  the  meetings  in 
the  notice  should  be  required  so  that  all  members  that  are  inter- 
ested in  the  particular  thing  for  which  the  meeting  is  called 
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could  be  there.  Only  the  business  for  which  the  meeting  is  called 
can  be  taken  up  as  the  courts  have  held  that  any  other  business 
taken  up  by  the  meetings  specially  convened  have  no  binding 
effect. 

At  any  regular  corporate  meeting  there  should  always  be  a 
clear,  business  like  statement  of  what  the  association  has 
accomplished  during  the  past  year,  and  what  is  expected  to  be  ac- 
complished during  the  coming  year. 

One  of  the  principle  functions  of  the  corporate  meeting  is 
the  election  of  officers.  This  must  take  place  in  the  manner  and 
at  the  time  required  by  the  constitution  and  by-laws.  Those 
candidates  for  office  who  having  been  properly  nominated  and  re- 
ceive a majority  of  the  votes  cast  are  elected.  These  elections 
occur  annually. 

The  officers  of  a building  association  are  the  same  as  of 
any  other  corporation  or  business  body.  They  consist  usually  of 
the  president,  vice-president,  secretary,  assistant  secretaries, 
a treasurer,  an  attorney  and  a board  of  directors. 

The  duties  of  the  officers  are  also  very  similar  to  those 
of  like  officers  of  any  other  corporation .. Their  compensation 
is  determined  by  the  by-laws  or  the  board  of  directors.  The 
duties  of  the  board  of  directors  are  those  of  supervision  and 
advisory  over  the  acts  of  the  officers. 

A building  association  being  in  the  nature  of  a joint  stock 
corporation  possesses  the  powers  belonging  to  corporations  of  t 
that  class.  These  are  usually  incorporated  in  the  statutes  of 
the  states  as  follows;- 

1.  To  have  perpetual  succession. 

2.  To  have  a corporate  seal. 
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3.  To  make  contracts  and  to  hold  real  estate  in  a corporate 
capacity. 

4.  To  sue  and  be  sued,  and 

5.  To  make  rules  for  their  own  governement. 

No  association  may  go  beyond  its  statutory  limitations  and 
privileges  and  assume  functions  and  perogatives  not  granted  in 
its  charter.  Such  action  would  jeopardize  the  continuance  of  the 
charter  itself  and  tend  to  render  all  of  the  acts  of  the  associa- 
tion invalid. 

The  right  of  perpetual  succession  is  necessary  to  the  purpose 
and  object  of  the  association,  for,  though  the  mar.  be r ship  and  the 
officers  may  change  from  time  to  time  and  the  personel  of  the 
association  vary  to  a great  extent  the  association  must  maintain 
itself  in  an  organic  existence  until  it  has  completed  its  course. 
Otherwise  it  would  be  impossible  for  such  an  organization  to  carry 
out  its  mission  and  purpose  for  which  it  has  been  organized.  While 
the  association  exists,  it  remains  in  tihe  eye  of  the  law  an  entity, 
notwithstanding  any  changes  that  may  take  place  from  time  to  time 
in  its  elements."1" 

The  possession  of  the  seal  is  an  arbritrary  right  of  the  asso- 
ciation and  is  essential  only  when  required  by  the  statutes  of  the 
state  or  the  constitution  of  the  association.  As  a patter  of  fact 
a large  proportion  of  the  associations  in  operation  do  not  use  seals 

An  association  may  make  contracts  and  purchases  and  sales 
directly  through  its  corporate  meeting.  But,  however,  like  other 
corporations  this  is  usually  done  through  its  officers.  The  rules 
of  the  association  should  provide  fully  for  the  proper  execution 

1.  H. S. Rosenthal.  Building,  Loan  and  Savings  Associations. 
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of  all  contracts,  that  they  designate  the  manner  in  which  they  are 
to  be  made,  and  the  officers  who  are  empowered  to  act  for  the 
association.  When  officers  are  once  appointed  with  power  to  make 
contracts,  then  the  general  laws  relating  to  the  subject  of  agency 
apply  to  associations,  their  agents,  and  third  parties.  So  long 
as  agents  act  within  the  limits  of  authority  conferred  upon  them 
the  association  is  bound  by  their  acts. 

As  a necessary  power  or  result  of  its  power  to  make  contracts 
an  association  has  the  right  to  enforce  such  contracts  by  suit 
if  necessary,  and  vica  versa  suits  may  be  instituted  against  the 
association.  An  association  may  bring  suit  against  individuals 
or  corporations  to  enforce  its  legal  and  equitable  rights;  and 
may  in  like  manner  bring  suits  against  its  own  delinquent  officers 
and  members,  and  vica  versa.  These  matters  vary  with  the  differ- 
ent states  but  are  usually  well  defined  in  the  state  statutes 
regarding  the  rights  of  suit  of  corporations. 

Two  general  principles  may  be  fiaid  down  concerning  the 
adoption  of  rules  for  the  government  of  an  association.  The  first 
is  that  the  rules  must  conform  to  the  constitution  and  laws  of 
the  United  States,  and  also  of  the  state  in  which  the  association 
is  located.  The  second  is  that  they  must  conform  to  the  purposes 
for  which  the  association  is  organised.  The  general  form  of  the 
rules  has  been  set  forth  in  the  proceeding  section. 

The  difference  between  a stockholder  in  a building,  Loan 
and  Savings  association  and  one  in  an  ordinary  corporation,  for 
usual  business  purposes,  is  that  in  the  latter  the  member  or 
stockholder  buys  his  stock  and  pays  for  it  at  once,  and  is  usually 
not  called  upon  to  make  any  further  payments.  His  profits  or  the 
results  of  his  investment  in  such  stock  are  derived  through  div- 
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idends,  the  value  of  the  shares  depending  upon  the  successful 
operation  of  the  business.  They  often  go  above  par  when  the 
corporation  is  doing  a profitable  business  and  below  par  whan 
there  is  a deficit  and  the  earnings  fall  off.  In  building,  loan 
and  savings  associations  the  contrary  is  true.  The  stockholder  or 
member  pays  a stipluated  sum,  when  he  takes  membership  or  buys  a 
share  of  stock.  He  then  continues  tp  pay  a small  sum  each  week  or 
month  until  the  aggregate  of  sums  paid,  plus  the  profits  amounts 
to  the  maturing  value  of  the  stock.  At  this  time  he  is  entittled 
to  the  maturing  value  of  the  stock  or  paid  up  shares  of  stock 
for  which  a certificate  of  paid  up  stock  is  issued  if  he  chooses 
to  keep  the  money  with  the  association.  Thus  it  is  clearly  seen 
that  the  capital  of  a building,  loan  and  savings  association  is 
the  combined  savings  of  its  members,  paid  to  the  association  upon 
shares  of  stock,  increased  by  the  interest  and  premiums  which 
the  association  has  received  on  loans  made  by  it  from  the  savings 
of  the  members  thus  paid  to  the  association,  from  all  other  sour- 
ces of  income.  The  amouhtof  capital  of  the  association  thus  in- 
creases from  month  to  month  by  the  payments,  interest,  and  pre- 
miums . 

In  the  serial  associations  the  shares  are  issued  in  series, 
and  when  the  issue  of  a second  series  is  started  the  issue  of  the 
first  stops.  In  the  permanent  plan  the  stock  is  issued  at  any 
time  and  the  date  of  issue  is  the  date  upon  which  the  stock  is 
takem  out.  In  the  former  case  the  profits  are  determined  as  per 
each  series*  as  of  the  date  of  issue  and  in  the  latter  case  each 
has  to  be  determined  separately.  It  really  makes  very  little 
difference  in  the  general  plan  of  the  association  whether  it  is 
in  the  serial  form  or  the  permanent.  The  main  difference  is  the 
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calculation  of  the  value  of  the  shares. 

The  par  or  paid  up  value  of  a share  is  fixed  in  the  const- 
itution or  limited  by  state  statutes,  in  Illinois  $ 100,  but  it 
is  usually  from  $ 100  to  $ 500.  This  par  value  is  the  expected 
value.  Its  actual  value  is  a different  thing,  especially  during 
the  first  years  of  a shareholders  membership.  A subscriber  for 
a share  of  stock  of  the  par  value  of  $ 500  has  simply  made  an 
agreement  to  pay  into  the  association  a regular  weekly  or  monthly 
installment  of  a certain  amount,  which  periodiacl  payments  are  to 
be  continued  until  the  accumulated  payments,  to-gether  with  the 
accrued  dividends  thereon,  shall  amount  to  the  sum  stipulated 
as  the  full  value  of  the  share.  These  periodical  payments  are 
called  stock  payments  or  dues,  and  it  is  upon  the  aggregate  of 
these  payments  and  the  amount  accumulated  that  determines  the 
actual  value  of  the  shares  and  not  the  face  value. 

In  some  associations  provision  is  made  for  members  to  pay 
in  the  full  maturity  or  par  value  of  their  shares  at  anp  time, 
and  a cdrtificate  of  paid  up  stock  is  issued,  and  the  owners  th- 
ereof are  entittled  to  receive  in  cash  the  amount  of  all  divid- 
ends declared  thereon,  subject  to  such  conditions  and  limitations 
as  the  board  of  directors  of  each  particular  association  may 
have  adopted.  In  some  instances  these  shares  participate  as  fully 
in  the  profits  as  the  regular  shares,  but  in  most  cases  a fixed 
rate  of  interest  is  allowed. 

It  was  formerly  the  custom  and  i3  followed  to  some  extent 
as  yet  to  pay  off  shares  as  they  matureed  in  the  regular  course 
of  the  association.  In  the  terminating  association  this  of  course 
necessarily  had  to  be  done.  In  the  serial  associations,  where  all 
of  the  stock  of  one  series  matures  at  one  time,  it  is  necessary 
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that  there  be  a large  accumulation  of  funds  at  the  end  of  the 
series  to  meet  the  stock  payments  when  they  become  due.  The  dis- 
advantages of  this  were  the  idleness  of  the  funds  so  hoarded 
and  the  temptation  to  spend  the  money  extravagantly.  In  the  per- 
manent or  perpetual  associations  where  the  shares  are  maturing 
in  small  numbers  from  time  to  time,  this  large  accumulation  of 
funds  to  pay  off  the  shares  as  they  mature  is  not  so  important 
as  the  regular  payments  into  the  association  will  meet  the  dema- 
nds for  stock  payments.  Also  the  issuance  of  paid  up  stock  cert- 
ificates for  paid  up  stock  and  thefact  that  many  members  leave 
their  money  in  the  association  after  the  stock  has  matured  ob- 
viates some  of  the  disadvantages. 

A premium  is  a bonus  which  a borrowing  member  agrees  to  pay 
for  the  privilege  of  having  money  advanced  to  him.  It  is  in 
efffedt  the  difference  between  the  par  value  of  his  stock  and  the 
actual  amount  advanced  to  him.  It  represents  the  amount  that  he 
is  will  ing  to  sacrifice  in  order  to  anticipate  the  ultimate 
value  of  his  stock  by  obtaining  the  immediate  use  of  the  money 
which  the  stock  will  be  worth  to  him  at  maturity. 

In  an  address  before  the  United  States  League  John  G. 
Butterfield  of  Jersey  City,  New  Jersey,  delivered  a paper  on 
"Premiums  in  Building  and  Loan  Associations.  Why  they  should  be 
abolished" . 

A premium  in  a building  and  loan  association  may  be  describ- 
ed as  a bonus  paid  by  the  borrower  in  addition  to  the  regular 
interest  charge.  The  most  common  kinds  of  premiums  are;- 

1.  Gross  premiums,  where  the  bonus  is  taken  off  the  loan  in 
adva nee . 

2.  Payment  of  the  premium  in  a stated  number  of  payments. 
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3.  The  last  kind  is  the  monthly  premium;  in  this  acse  the 
rate  is  fixed  as  so  much  per  share  per  month,  the  premium  cont- 
inuing so  long  as  the  loan  continues. 

This  bonus  is  legalized  in  some  states  by  law;  in  Illinois 
the  law  is,  "Corporations  organized  under  this  act  being  of  the 
nature  of  co-operative  associations,  therefore  no  interests, 
premiums,  fines  nor  interest  on  such  premiums  that  may  accrue 
to  said  corporations,  according  to  the  provisions  of  this  act, 
shall  be  deemed  usurious  and  the  same  may  be  collected  as  other 
debts  of  like  amount  may  be  collected  by  the  laws  of  this  state". 

The  premiums  in  building  and  loan  associations  were  origina- 
lly intended  to  meet  the  competition  of  the  borrowers*  It  has 
been  discovered  though  that  the  premium  is  nothing  tout  a burden 
to  the  borrower  and  in  many  cases  instead  of  aiding  the  borrower 
as  thought  in  the  payment  of  his  loan  it  only  makes  the  time  of 
maturity  come  sooner  while  at  the  same  time  he  is  paying  in 
reality  a greater  amount  of  interest  for  the  same  loan*  It  is 
said  that  the  borrower  only  receives  about  half  of  the  amount 
of  his  premiums  back  in  the  way  of  dividends  upon  his  shares. 

The  general  trend  in  building  and  loan  associations  is  to 
abolish  the  custom  of  premiums  oh  loans.  It  has  been  shown  that 
they  are  a detrement  to  the  borrower  and  although  he  may  be  de- 
luded into  thinking  he  is  paying  less  for  his  loan  in  fact  the 
premium  payments  and  the  interest  payments  combined  make  a 
larger  amount  than  the  interest  payment  alone  should  be.  In  the 
eastern  states  tte  y have  been  stie  to  loan  money  at  the  rate  of 
6 % and  are  paying  4 % and  5 % to  the  paid  up  stock  holders. 

The  chief  and  most  important  privilege  of  a shareholder  or 
investor  is  that  of  receiving  loans  or  advances  from  the 
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an  association.  Ordinarily  a shareholder  who  wishes  to  build  a 
house  and  has  secured  a lot  for  the  purpose  makes  an  application  to 
borrow  money  from  the  association  of  which  he  is  a member.  Suppose 
that  a person  who  has  secured  a lot  wishes  to  borrow  $ 1000  for 
the  purpose  of  building  a home.  He  must  in  this  state  be  the  holder 
of  ten  shares  of  stock  in  the  association,  each  share  having  a 
maturity  value  of  $ 100.  His  ten  shares  when  matured  will  have  a 
value  of  $ 1000.  In  a building  and  loan  association  the  money 
was  formerly  put  up  at  auction,  usually  in  open  meeting  and  those 
desiring  to  borrow  bid  upon  the  amount  of  premium  they  were  willing 
to  pay  to  obtain  a loan,  the  person  bidding  the  highest  premium 
being  granted  the  loan*  To-day  the  matter  of  premiums  is  fast  being 
eliminated  and  the  associations  are  aiming  at  giving  the  borrower 
money  upon  the  lowest  terms  possible.  The  persons  desiring  a loan 
now  make  an  application  for  the  same  which  is  filed  in  numerical 
order,  and  then  taken  up  at  a meeting  of  the  board  of  directors. 

To  secure  this  loan  &he  borrower  gives  the  association  a mortgage 
on  the  property,  and  pledges  his  shares  of  stock.  To  cancel  this 
debt  he  pays  the  regular  stock  payments  as  heretofore  described. 

The  taking  of  a mortgage  on  real  or  leasehold  estate  which 
he  already  holds  or  which  he  purchases  with  the  money  advanced 
by  the  association  is  one  of  the  most  common  incidents  in  the  work 
of  an  association  in  performing  the  functions  for  which  it  was 
established.  A member  may  give  a mortgage  upon  freehold  or  lease- 
hold property  for  this  purpose.  Mortgages  should  be  drawn  in  strict 
accordance  with  the  statutes  of  the  state  in  which  the  association 
is  located.  The  mortgage  should  contain  the  terms  and  conditions 
upon  which  it  shall  be  foreclosed,  and  should  specify  the  disposi- 
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tion  to  be  made  of  the  funds  realized  from  the  sale  of  the  prop- 
erty. In  case  of  foreclosure,  where  the  sum  realized  is  insuff- 
icient to  liquidate  the  entire  amount  of  the  debt,  the  member  is 
still  liable  for  the  balance. 

The  Illinois  statute  in  reagards  to  loans  says, 

"The  board  of  directors  shall  hold  such  stated  meetings  not 
less  than  once  a month,  as  may  be  provided  by  the  by-laws.  At 
which  meetings  the  money  in  the  treasury  shall  be  offered  for 
loan  in  open  meeting,  and  the  shareholders  who  shall  bid  the 
highest  premiums,  for  the  preference  or  priority  of  loan,  shall 
be  entittled  to  receive  a loan  of  $ 100  for  each  share  of  stock 
held  by  said  shareholders;  the  said  premium  may  be  deducted  from 
the  loan  in  one  amount,  or  may  be  paid  in  such  proportionate 
amounts  or  installments,  and  at  such  times  during  the  existence 
of  the  shares  of  stock  borrowed  upon,  as  may  be  designated  by 
the  by-laws  of  the  respective  associations.  Provided,  that  any 
such  association  may,  by  its  by-laws,  dispense  with  the  offering 
of  its  money  for  bids  in  open  meeting,  and  in  leiu  thereof,  loan 
its  money  at  a rate  of  interest  and  premiums  fixed  by  its  by-laws 
and  either  with  or  without  premiums,  deciding  the  preference  or 
priority  of  loans  by  the  order  of  the  applications  of  its  share- 
holders; and  provided,  that  no  loan  shall  be  made  by  said  asso- 
ciation except  to  its  own  members  borrowing,  nor  in  any  sum  in 
excess  of  the  amount  of  stock  held  by  such  members  borrowing,  but 
such  shareholders  may  borrow  such  fractional  part  of  $ 100  as 
the  by-laws  maj  provide.  Good  ample  security,  real  estate,  un- 
incumbered, except  by  prior  loans  of  such  association,  shall  be 
given  by  the  borrower  to  secure  the  payment  of  the  loan.  Pro- 
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vided  however,  that  the  stock  of  such  association  may  be  received 
as  security,  to  the  amount  of  the  withdrawal  value  of  such  stock; 
and  provided,  that  the  board  of  directors  may  by  a two  thirds 
vote  of  all  its  members  temporarily  invest  the  funds  of  the 
association  in  the  treasury  in  excess  of  the  demands  of  the  share- 
holders, in  other  securities,  but  such  investments  shall  not  ex- 
ceed 20%  of  the  assets  of  the  association.  Any  mutual  building, 
loqn  and  homestead  association,  which  may  have  heretofore  been 
incorporated  under  the  laws  of  the  state  of  Illinois,  may  avail 
itself  of  all  the  power  conferred  by  this  act”. 

Money  may  be  advanced  to  members  on  national,  state,  county, 
or  city  bonds  as  collateral  security,  when  such  action  is  auth- 
orized by  the  statutes  of  the  state  and  the  rules  of  the  associa- 
tion. The  acceptance  of  such  collateral  securities  is  in  the  des- 
cretion  of  the  board  of  directors.  The  borrower  must  give  his 
note  for  the  amount  received  and  the  interest  to  be  paid  thereon, 
and  transfer  his  stock  to  the  association.  Forfeitures  usually 
become  operative  if  the  borrower  should  fail  to  pay  up  his  regu- 
lar dues  and  the  interest  fora  certain  term.  The  directors  may 
after  notifying  him,  declare  his  security  forfeited  and  proceeds 
to  dispose  of  the  bonds  in  the  most  advantageous  method  possible 
for  the  purpose  of  liquidating  his  obligation.  The  borrower  may 
be  allowed  to  renew  his  note  from  time  to  time  at  the  descretion 
of  the  directors. 

It  is  necessary  both  for  the  protection  ofi  the  association 
and  in  justice  to  the  delinquent  borrower  that  the  directors  of 
associations  dispose  of  property  on  foreclosure  of  mortgages  or 
of  forfeited  securities  on  the  most  advantageous  terms.  The  pro- 
ceeds derived  from  the  sale  of  securities  and  property  must  be 
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applied  as  follows 

1.  To  payment  of  dues0 

2 o To  payment  of  interest. 

3.  To  payment  of  premiums. 

4.  To  payment  of  fines. 

5.  To  payments  of  costs. 

If  any  balance  remains  it  must  be  paid  over  to  the  owner  and 
a receipt  in  full  taken. 

Since  real  estate  is  one  of  the  greatest  and  most  important 
of  the  securities  offered  for  loans  the  appraisment  of  real  est- 
ate and  buildings  is  one  of  the  important  features  of  building 
associations  operations.  It  is  in  the  acceptance  of  the  securitie 
that  the  associations  assumes  its  risks.  The  following  suggest- 
ions as  to  the  manner  of  appraisal  were  brought  out  by  discussion 
in  the  meetings  of  the  United  States  League: 

1.  The  member  of  the  association  most  capable  by  intellig- 
ence and  experience  should  be  on  the  appraising  committee, 

2.  The  appraisers  should  always  base  their  valuation  of 
property  upon  information  obtained  direct  by  themselves  by  obser- 
vation and  personal  investigations,  and  should  not  depend  on 
hearsay  from  any  source, 

3.  They  should  inform  themselves  fully  in  reference  to  the 
actual  status  of  the  property,  as  to  its  rightful  ownership,  its 
freedom  from  incumbrances,  and  other  such  matters. 

4.  They  should  consider  its  situation  and  condition  with 
reference  to  roads,  dr  linage,  water,  gas,  etc. 

5.  If  the  property  is  improved  they  should  note  the  charac- 
ter of  the  buildings,  the  quality  of  material  and  workmanship, 
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its  arrangement,  number  and  size  of  rooms,  and  also  incidental 
matters  in  the  way  of  outhouses,  walks,  fences,  grading,  shade- 
trees,  etc, 

6.  In  making  up  the  valuation  they  should  give  full  details 
of  items  for  land  and  buildings  separately. 

7.  The  valuation  should  be  based  upon  the  intrinsic  worth, 
and  not  upon  competitive  or  speculative  estimates. 

8.  The  physical  surroundings,  the  condition  of  the  neighbor- 
hood and  the  building  restrictions,  limitations  or  conditions 
governing  the  property  offered  as  security  as  well  as  its  relatioi 
to  the  adjoining  property  should  all  be  carefully  examined.  The 
character  of  the  borrower,  his  standing  with  the  community  as 

to  honesty,  sobriety,  and  integrety,  his  thrift  and  ability  to 
save,  must  be  considered  when  the  application  for  a loan  is  made. 
The  amount  of  the  loan  to  be  granted  should  be  carefully  consid- 
ered. 

It  is  the  generally  agreed  opinion  that  the  object  of  build- 
ing and  loan  associations  is  to  furnish  funds  for  homes,  and  not 
for  manufacturing  and  mercantile  firms  and  establishments  for 
improvements.  Some  of  the  larger  associations  have  made  loans  of 
this  character  but  their  risk  is  greater  because  of  the  uncertain 
value  of  the  security  in  the  case  of  forclosure.  This  is  a great 
departure  from  the  object  for  which  the  associations  were  created 
and  I believe  that  it  is  beyond  their  legitimate  field  of  opera- 
tion. 

9.  Investigations  should  be  made  as  to  the  amount  of  insur- 
ance, life,  health,  disability  or  accident,  and  if  the  same  is 
paid  up  to  date  or  in  full. 
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Another  departure  from  the  old  method  of  making  loans  has 
been  that  of  making  so-called  strait  mortgage  loans  to  persons. 

The  application  for  the  money  is  handled  in  the  same  manner  as 
before  stated,  but  the  borrower  instedd  of  repaying  the  amount 
in  regular  installments  or  stated  payments,  makes  a loan  for  a 
defintie  number  of  years,  at  whatever  amount  is  stipulated  in 
the  contract  with  the  association.  There  is  an  increased  demand 
on  the  jaart  of  the  public  for  this  class  of  loans.1 

The  Illinois  provision  on  advance  on  shares-ba lance-settle- 
ment is  ; "Any  member  who  shall  have  obtained  a loan  or  an  ad- 
vance on  his  shares,  and  who  shall  have  given  real  estate  as  se- 
curity may,  at  any  time,  on  giving  thirty  days  notice  (previous) 
in  writing,  repay  the  same.  On  settlement  such  member  shall  be 
charged  with  the  full  amount  of  such  loan  or  advance,  to-gether 
with  any  or  all  arrearages  due  thereon,  or  on  shares  pledged,  or 
appertaining  to  the  security  thereof,  and  shall  thereupon  be  allo- 
wed the  credit  of  the  withdrawal  value  of  the  shares  pledged  as 
security,  to-gether  with  such  other  credits  as  may  be  returnable 
upon  the  account  thereof,  and  the  balance  shall  be  received  by 
the  association  in  full  settlement  and  discharge  of  such  loan  or 
advance.  Provided;  that  all  settlements  made  in  periods  inter- 
vening bewteen  the  stated  monthly  meeting  next  succeeding  such 
settlements  shall  be  the  date  of  the  settlement  in  effect.  Pro- 
vided, also,  that  any  member  electing  to  repay  his  loan  or  adva- 
nce may,  in  leiu  of  repaying  the  same  in  full,  elect  to  repay  the 
same  in  parts  in  even  hundreds  of  dollars  in  cash,  or  he  may 
elect  to  have  applied  as  a credit  the  amount  due  upon  such  loan  or 
advance,  the  then  withdrawal  value  of  the  share  upon  which  such 

1.  H. S. Rosenthal . Building,  Loan  and  Savings  Associations. 
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loan  or  advance  may  then  be  predicated;  and,  thereupon,  the  said 
shares  shall  be  and  become  cancelled  in  the  proportion  of  one 
share  for  each  one  hundred  dollars  so  applied  as  credit;  and  the 
remaining  uncancelled  shares  shall  be  transferred  to  and  held  as 
advanced  or  pledged  shares  of  the  then  current  seties  or  date, 
and  the  obligation  evidencing  such  loan  or  advance,  and  the  mort- 
gage or  other  security  given  to  secure  the  same,  shall  not  in 
any  wise  be  prejudiced  by  any  such  transfer,  whether  such  trans- 
fer shall  have  been  provided  for  in  the  obligation  evidencing 
such  loan  or  advance  and  the  mortgage  securing  the  same  or  not, 
and,  after  the  application  of  every  such  credit,  the  amount  of 
such  loan  or  advance  shall  forthwith  be  and  become  reduced  in 
accordance  with  the  amount  so  applied  as  a credit,  and  such  ad- 
vanced shareholder  shall  thereafter  be  held  liable  for  no  greater 
amount  than  shall  be  remaining  due  after  the  application  of  such 
credits,  except  for  arrearages  and  penalities  occassioned  by  the 
shareholders  own  default". 

Life  insurance  or  insurance  in  other  forms  has  come  to  be 
one  of  the  additional  precautions  taken  by  the  associations  to 
better  safeguard  both  the  interests  of  the  associations  and  the 
borrowing  member.  The  Ilinois  statutes  say  in  regard  to  insurance; 

"The  board  of  directors  may  require  a s an  additional  secur- 
ity for  any  loan,  lofe  insurance  on  the  life  of  the  borrower  or 
other  persons  in  any  amount  and  in  some  company  to  be  designated 
by  them,  or  the  borrower  may  do  so  voluntarily  with  the  consent 
of  the  association.  The  policy  of  insurance  shall  be  assigned 
to  the  association  as  a collateral  security  for  the  loan,  and  in 
case  of  death  shall  be  applied  to  its  payment.  The  cost  of  such 
insurance  shall  be  paid  by  the  association  from  time  to  time 
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when  due,  and  deducted  from  the  amount  standing  to  the  credit  of 
the  borrower  on  his  stock,  or  from  his  subsequent  payments  of  the 
same  as  other  as  other  assessments.  Other  arrangements  may  be 
made  for  the  payments  of  such  insurance  by  the  consent  of  all 
parties" . 

Health,  accident  and  disability  insurance  also  have  been  in- 
cluded as  desirable  precautions  to  be  taken.  In  many  cases  the 
homes  of  borrowers  have  been  saved  by  these  insurance  policies 
and  the  benefits  that  accrue  from  them  in  time  of  disaster.  The 
payments  are  arranged  for  in  a great  number  of  different  ways. 

The  borrower  may  already  have  insurance  and  this  is  assigned  by 
a change  in  the  beneficiary  until  the  time  of  the  loan  expires 
or  payments  as  in  the  case  outlined  in  the  Illinois  law  of  the 
association  paying  the  insurance  premiums  and  deducting  the  sam  e 
from  the  credit  of  the  metaber,  Again  the  association  merely  re- 
ceives the  payments  of  the  borrower  in  small  sums  as  an  addition 
to  the  regular  installments  and  pays  out  the  lump  sum  at  the  re- 
gular  times  of  payment  of  the  premiums  of  the  policy. 

For  theihilure  to  give  security  the  law  of  Illinois  states; 
"In  case  the  borrower  shall  neglect  to  offer  security,  or  shall 
offer  security  that  is  not  approved  by  the  board  of  directors  by 
such  time  as  the  by-laws  may  proscribe,  he  or  she  shall  be  charg- 
ed with  one  month’s  interest,  to-gether  with  any  expense  incurred 
and  the  money  may  be  resold  at  the  next  stated  meeting.  In  case 
of  non-payment  of  installments  or  interest  and  fines  by  the  bor- 
rowing members  or  stockholders  for  the  space  of  six  months,  pay- 
ment of  principle,  interest  and  fines,  without  deducting  the  pre- 
mium paid  or  the  interest  thereon,  may  be  enforced  by  rpoceedings 
against  their  securities  according  to  law,  upon  the  order  of  the 
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board  of  directors". 

A member  who  is  simply  an  investor  and  not  a borrower  has 
the  right  to  withdraw  from  an  association  without  being  the  sub- 
ject of  forfeiture  proceedings  for  the  moeny  already  paid  in. 

For  the  protection  of  the  business  of  the  association  this  right 
must  be  exercised  with  proper  restrictions  and  most  of  the  state 
laws  contain  regulations  to  this  effect  and  on  a very  uniform 
basis.  Usually  a member  is  required  to  give  formal  notice  in 
writing  to  the  secretary  of  his  intention  to  withdraw.  Other  re- 
gulations and  provisions  for  withdrawal  are  amply  exemplified  in 
the  statutes  of  Illinois. 

While  the  primary  idea  of  the  building  and  loan  associations 
as  stated  before  is  to  enable  members  to  become  the  owners  of 
homes,  a member  may,  however,  use  an  association  not  only  for  the 
purpose  of  securing  a home,  but  also  as  he  would  a savings  bank 
for  a variety  of  purposes.  He  may  desire, 

1.  To  accumulate  a fund  for  the  purpose  of  embarking  in  some 
business  enterprise. 

2.  For  the  purpose  of  meeting  some  approaching  obligation. 

3.  To  secure  a safe  depository  for  his  funds. 

4.  Or  to  secure  a good  rate  of  interest  on  his  funds  while 

1 

deposited . 

The  Illinois  law  regulating  the  voluntary  withdrawals  is 
similar  to  such  provisions  in  other  states  and  is;- 

"Any  member  desiring  to  withdraw  his  shares  from  any  assoc- 
iation doing  business  in  this  state  shall  make  a written  appli- 
cation, which  shall  be  received  and  filed  in  numerical  order, 

1.  1910  Report  of  the  United  States  League. 
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and  payment  upon  the  same  shall  be  made  in  the  order  in  which 
they  were  filed.  Such  member  shall  be  entittled  to  receive  the 
full  amount  of  dues  paid  in  on  the  shares  so  sought  to  be  with- 
drawn and  such  interest  thereon  as  fixed  in  the  by-laws,  and  in 
addition  thereto  such  proportion  of  the  profits  apportioned  there- 
to as  the  board  of  directors  may,  from  time  to  time,  by  resolution 
determine,  less  such  charges  of  the  character  enumerated  in  this 
act  as  may  be  due  thereon;  Provided,  that  the  amount  of  such  int- 
erest or  profits  paid  on  withdrawals  shall  not  exceed  the  actual 
earnings  of  the  shares  sought  to  be  withdrawn;  Provided,  further, 
that  at  one  time  not  more  than  half  of  the  funds  in  the  treasury 
of  the  association  be  applicable  to  the  d emand  of  the  withdrawing 
members  or  the  payment  of  matured  shares  without  the  consent  of 
the  board  of  directors;  Provided,  further,  that  any  member  having 
pledged  his  shares  as  security  for  an  advance,  without  other  se- 
curity, may  withdraw  the  came  and  receive  the  evidence  of  indebt- 
edness, given  for  such  advance  and  such  balance  in  cash,  if  any, 
as  may  be  to  the  credit  of  such  shares,  but  such  withdrawal  shall 
be  s ub ject  to  the  same  regulations  in  all  other  respects  as  in  the 
case  of  shares  not  pledged"  a 

The  provision  in  the  case  of  deceased  members  is;-  "Upon 
the  death  of  a shareholder,  his  legal  representative  shall  be 
ehtittled  to  receive  the  voluntary  withdrawal  value  of  the  unpled- 
ged shares  of  thedeceased.  No  fines  shall  be  charged  or  profits 
credited  to  a deceased  members  shares  from  and  after  his  decease, 
unless  his  legal  representative  assume  the  future  payments  on  such 
sha res" . 

A member's  privileges  in  the  association  cease  as  soon  as  the 


-52- 


notice  of  withdrawal  is  filed  and  after  the  time  he  is  a creditor 
of  the  association  until  his  money  is  paid  him»  After  the  notice 
od  withdrawal  a member  cannot  transfer  his  shares  of  stock. 

In  the  early  associations  it  often  became  necessary  and  was 
obligatory  to  compel  a certain  amount  of  the  stock  to  be  withdraw® 
This  has  now  been  made  legal  by  statutes  which  in  Illinois  reads 
as  follows,--  "The  directors  may  , in  their  descretion,  under  the 
rules  made  by  them  in  conformity  with  the  by-laws,  retire  the  un- 
pledged shares,  in  the  order  of  issue  of  such  shares,  by  enforcing 
withdrawals  of  the  same,  and  the  owners  shall  be  paid  the  full 
value  of  their  shares,  as  determined  at  the  last  preceding  dis- 
tribution of  profits,  to-gether  with  all  dues  paid  since  such 
distribution,  less  unpaid  fines:  Provided,  that  all  shares  which 
have  reached  a matured  value  and  that  may  be  outstanding,  shall 
be  first  retired  under  the  provisions  of  this  act". 

The  sources  of  proits  of  an  association  are,  (1),  interest 
on  loans,  (2),  Premiums,  (3),  fines,  (4),  membership  fees,  (5), 
transfer  fees,  (6),  income  from  real  estate  held,  (7),  Pass  Book 
fees.  The  total  of  these  gives  the  gross  profits  of  the  associa- 
tion. From  the  gross  profits  expenditures  for,  (1),  Salaries  of 
officers,  (2),  Office  expenses,  such  as  stationary,  postage,  etc, 
(3),  Rent,  if  any,  (4),  Interest,  if  money  has  had  to  be  borrowed 
for  any  purpose,  and,  (5),  Miscellaneous  expenses.  The  deduction 
of  these  expenditures  from  the  gross  profits  gives  the  net  profits 
of  the  association.  From  the  net  profits  the  dividends  are  declar- 
ed. 

The  distribution  of  earnings  or  profits  of  an  association 
is  usually  made  annually  or  semi-annually.  Interest  tables  for 
the  aid  of  the  secretaries  of  associations  have  been  compiled 
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basing  the  distribution  upon  periods  of  six  months.  It  is  the 
duty  of  the  secretaries  of  associations  to  make  the  apportionment 
of  the  earnings  of  the  associations  and  to  make  the  pro  rata 
assignment  of  .the  dividends  of  the  associations. 

The  profits  of  an  association  should  be  applied  as  follows ;- 

1.  To  the  payment  of  expenses. 

2.  Such  portion  as  may  be  determined  semi-annually  by  the 
boadd  of  directors,  should  be  set  aside  as  a reserve  fund  for  the 
payment  of  contingency  losses  in  conformity  with  the  law. 

3.  Such  portions  as  may  be  determined  annually  or  semi-ann- 
ually by  the  board  of  directors  shall  be  credited  to  the  account 
of  the  members  as  a dividend,  according  to  their  average  invest- 
ment . 

4.  The  residue  may  be  placed  in  an  undivided  profit  fund  in 

1 

conformity  with  the  law. 

There  are  a great  variety  of  plans  in  use  for  the  distribu- 
tion of  the  profits  of  building  associations.  I will  give  three 
of  the  plans  of  a total  of  twenty-five,  these  three  plans  being 
in  use  by  80%  of  the  associations  in  the  United  States. 

The  amount  of  interest  which  a member  has  in  a building  and 
loan  association  is  indicated  by  the  number  of  shares  which  he 
holds,  the  age  of  the  shares,  and  the  maturing  value. 

Shares  are  of  three  kinds,  installment  or  running  shares, 
prepaid  shares  ahd  paid  up  shares.  TThem  a member  desires  to  make 
a weekly , monthly , or  other  periodical  payment  he  subscribes  for 
installment  shares  and  indicates  the  amount  of  the  amount  of  the 
periodical  payments  by  the  number  of  shares  for  which  he  subscribes 

1.  S.  Dexter.  Co-operative  Savings  and  Loan  Associations, 
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These  payments  are  continued  until  the  installments  and  the 
profits  on  the  shares  have  caused  them  to  reach  their  maturing 
value,  when  the  amount  of  the  shares  in  cash  is  returned  to  the 
non-borrowing  members  and  the  mortgages  and  cancelled  obligations 
to  the  borrowing  members. 

Prepaid  shares,  known  as  partly  paid  up  shares,  are  issued 
by  some  associations  at  a fixed  price  per  share  in  advance;  such 
shares  usually  participate  as  fully  in  the  profits  as  the  regular 
installment  shares,  and  when  the  amount  originally  paid  for  such 
shares,  to-gether  with  the  dividends  credited  thereon,  reaches 
the  maturing  or  par  value  then  such  shares  are  matured,  and  are 
disposed  of  in  the  same  manner  as  the  regular  installment  shares. 
A few  associations  however  instead  of  crediting  all  of  the  profit; 
made  upon  this  class  of  shares,  allow  a fixed  rate  of  interest 
on  the  amount  paid  therefor  at  each  dividend  period,  which  is 
paid  in  cash  to  the  holders  thereof.  This  interest  is  then  deduct- 
ed from  the  profits  to  which  the  shares  are  enttttled,  and  the 
remainder  is  credited  to  the  shares  until  such  unpaid  portion 
of  the  profits,  added  to  the  amount  originally  paid  in,  equals 
the  maturing  or  par  value. 

Some  associations  allow  their  members  to  pay  in  the  full 
maturity  fralue  of  their  shares  at  any  time,  and  a certificate  of 
paid  up  stock  is  then  issued,  the  owners  thereof  being  entittled 
to  receive  in  cash  the  amount  of  all  dividends  declared  thereon, 
subject  to  such  conditions  or  limitations  as  the  hoard  of  direc- 
tors of  each  particular  association  may  have  adopted.  In  some 
instances  these  shares  participate  as  fully  in  the  profits  of 
the  association  as  the  regular  installment  shares;  but  in  most 
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cases  a fixed  rate  of  interest  is  allowed,  the  holders  of  the 
shares  usually  assigning  to  the  association  all  rights  to  the 
profits  above  that  amount. 

In  the  description  of  the  three  plans  for  the  distributing  of 
profits  which  follows  only  the  regular  installment  shares  have 
been  considered. 

The  first  plan  is  known  as  the  Brooks  rule.  This  plan  appor- 
tions the  profits  among  series  just  as  profits  among  partners  in 
a firm  where  the  partners  enter  at  different  dates,  each  series 
representing  a partner. 

1.  Multiply  the  dues  paid  in  on  the  shares  in  force  in  each 
series  by  the  equated  time  of  investment. 

2.  Take  the  sum  of  these  products  and  then  find  what  fract- 
ional part  each  product  is  of  the  sum. 

3.  These  fractions  are  the  parts  of  the  total  net  profits 
belonging  to  each  series. 

To  illustrate  the  rule,  let  us  suppose  that  an  association 
whose  monthly  dues  are  $ 1 per  share  had  three  series  in  force 
at  the  end  of  the  third  year  and  that  the  number  of  shares  in  each 
series  and  their  par  value  per  share  were  as  follows, - 

First  series  500  shares,  par  value  per  $500  and  value  per 
chare  $38.87;  second  series,  600  shares,  value  per  share  $25,27; 
third  series,  400  shares,  value  per  share  $12.32:  that  a fourth 
series  is  then  issued  of  500  shares:  the  net  profits  for  the 
fourth  year  are  $3000,  and  the  total  net  profits  for  the  four 
years  are  $5325.  Required  to  find  the  value  of  a share  of  each 
series  at  the  end  of  the  fourth  year. 

The  first  number  is  the  amount  of  one  dollar  payments  made 
by  each  series  per  share  into  the  association.  The  second  number 
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is  the  number  of  shares  in  the  series  and  the  third  number  is 
the  equated  time  of  each  series. 

Here  is  the  working  of  the  rule;- 
$48x500x24-|  is  $588,000,  1st  series  investment  for  one  month. 
$36x600x18^  is  $399,600,  2cd  " " " " 

$24x400x12^  is  $120,000,  3rd  " ” 

$12x500x6^  is  $ 39,000,  4th  " " " " " 

$ 1 , 146, 600*-**#  total  investment  for  one  month. 

Each  of  these  products  divided  by  the  total  of  the  investment 
for  one  month  gives  the  fractional  part  of  the  profits  belonging 
to  each  series, 

980/l911  belongs  to  the  first  series. 

666/1911  " " " settond  series. 

200/l911  " " " third  series. 

65/1911  ” " " fourth  series. 

The  total  profits  to  be  divided  are  $5325. 

980/l911  of  $5325  is  $2730.77,  1st  series  share  of  the  profits. 
666/1911  of  $5325  is  $1855.81,  2cd  series  share  of  the  profits. 
200/l911  of  $5325  is  $ 557,30,  3rd  series  share  of  the  profits. 

65/l911  of  $5325  is  $ 181.12,  4th  series  share  of  the  profits. 

To  find  the  value  per  share  divide  each  series  share  of  the 
profits  by  the  number  of  shares  in  the  series, - 
$2730.77/500  is  $5,46,  or  the  profit  of  e share  of  1st  series, 

$1855.81/600  is  $3.09,  or  the  profit  of  a share  of  2cd  series. 

$ 557.30/400  is  $1.39,  or  the  profit  of  a share  of  3rd  series, 

$ 181. 12/500  is  $ .36,  or  the  profit  of  a share  of  4th  series. 

Add  the  profit  per  share  to  the  dues  paid  on  each  share  per 
series  and  the  value  of  the  shares  in  the  different  series  may  be 


-57- 


a scertained . 

In  the  proceeding  example  the  profits  made  during  the  four 
years  have  been  apportioned  to  the  several  series,  but  some  ass- 
ociations apportion  only  each  years  profits  in  this  way.  Other 
associations  using  this  plan  simplify  the  process,  but  obtain  the 
same  results,  by  dividing  the  total  investment  for  one  month, 
which  is  then  multiplied  successivley  by  the  sum  of  the  number 
of  weeks,  months  or  whatever  periods  of  time  for  which  each  dollar 
of  dues  in  each  series  has  been  invested.  The  products  will  then 
be  the  amount  of  the  profits  belonging  to  a share  in  each  series. 

The  second  plan  that  is  used  to  a great  extent  by  associat- 
ions is  as  follows;- 

1.  To  the  value  of  all  of  the  shares  in  force  as  declared 
by  t he  last  report  add  one  half  of  the  dues  paid  in  during  the 
terq?, 

2.  Divide  the  profits  for  the  term  by  this  sum  for  the  rate 
per  cent  of  profit. 

3.  To  the  value  of  each  share  as  declared  by  the  last  report 
add  one  half  of  the  dues  paid  in  during  the  term  and  multiply 
the  sum  by  the  rate  per  cent  of  profit,  for  the  profit  of  each 
share. 

4.  To  the  value  of  each  share  as  declared  by  the  last  report 
add  the  dues  paid  in  one  the  same  during  the  term  and  the  profit 
of  each  share,  for  the  present  value. 

Using  the  same  data  as  in  the  first  case  it  is  as  follows, - 
$38.87x500  is  $19,435,  value  of  the  1st  series  at  the  last  report. 

$25.27x600  is  $15,162,  value  of  the  2cd  series  at  the  last  report. 

$12.32x400  is  | 4,928,  value  of  the  3rd  series  at  the  last  report. 

**«*•)***#*  $39,525,  value  of  all  series  at  the  last  report. 
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$12/2  x 2000  is  $12,000  or  § the  dues  paid  in  during  the  year, 
$39,525  plus  $12,000  is  $51,525  or  the  total  dividend  bearing  cap- 
ital, $3000  the  profits  for  the  term  divided  by  $51,525  equals 
5.8224$  the  rate  per  cent  of  profit. 

The  original  value  of  the  share  plus  $6  times  the  rate  per 
cent  of  profit  gives  the  profit  of  the  shares  of  stock  in  the  diff- 
erent series. 

The  third  plan  in  operation  is  known  as  Dexters  rule.  It  is,- 

1.  To  the  value  of  all  of  the  shares  in  force  as  declared  by 
the  last  report  add  the  equated  amount  of  dues  paid  in  during  the 
term. 

2.  Divide  the  profits  for  the  term  by  this  sum,  for  the  rate 
per  cent  of  profit. 

3.  Multiply  each  shares  investment  by  the  rate  per  cent  of 
profit,  to  find  the  gain  on  each  share. 

Using  the  same  data  as  before  the  rule  works  as  follows;- 
$38.87  plus  $6.50x500  is  $22,685,  dividend  capital  of  1st  series. 

$25.27  plus  $6.50x600  is  $19,062,  dividend  capital  of  2cd  series. 

$12.32  plus  $6.50x400  is  $ 7,528,  dividend  capital  of  3rd  series. 

$6.50x500  is  $ 3,250,  dividend  capital  of  4th  series. 

**-**-*-***-**«•*  $52,525,  dividend  capital  of  all  series. 

$3000  is  the  profits  of  the  term,  divide  these  by  $52,525 
and  the  result  5,7115  is  the  rate  per  cent  of  profit. 

Then  by  multiplying  the  value  of  each  share  as  shown  by  the 
last  report,  plus  $ 6.50  equated  dues  by  the  rate  per  cent  of  pro- 
fit the  profit  per  share  per  series  is  ascertained.  Add  the  profit 
per  share,  and  the  installments  of  due3  for  the  last  year  to  the 
amount  shown  in  the  last  report  as  the  value  of  the  shares  and  the 
value  of  the  shares  as  per  the  present  report  is  reached. 


-59- 


There  are  several  variations  in  all  of  these  rules  but  the 
principles  have  been  shown.  To  calculate  the  value  of  the  shares 
in  the  permanent  associations  the  same  general  principles  apply 
and  one  only  has  to  remmember  that  each  persons  shares  may  be  a 
small  series  of  the  stock.  Interest  tables  have  been  compiled  for 
the  calculation  of  these  values  so  that  at  present  the  work  is 
more  of  a routine  nature. 

The  first  plan  was  taken  from  the  Ninth  Annual  Report  of  the 
Commissioner  of  Labor. 

The  second  plan  from  an  interveiw  with  S.  F.  Phillips. 

The  third  plan  is  one  from  Seymour  Dexter's  book  upon 
Co-operative  Savings  and  Loan  Associations. 


. 
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PART  V. 

RELATION  AND  EFFECT  OF  BUILDING  AND  LOAN  ASSOCIATIONS. 

As  stated  in  the  first  part  of  this  paper  and  shown  through- 
out the  primary  purpose  of  the  building  and  loan  association  is 
home-building.  But  to  build  homes  people  must  have  money,  and  the 
best  and  only  way  that  this  is  obtained  in  the  beginning  is  to 
save,  by  practical  systematic  effort.  This  saving  then  becomes  the 
secondary  aim  of  the  building  association.  The  building  association 
is  an  institution  closest  to  the  people,  most  characteristic  of 
the  people  and  for  the  people  to  quote  from  an  address  by  Mayor 
0.  B.  Eaton  of  Winston-Salem,  N.  C.,  given  before  the  United  States 
League . 

It  is  in  fact  the  poor  man's  savings  bank.  He  has  a voice  in 
the  management  of  the  association,  for  as  soon  as  he  enters  the 
association  his  shares  give  him  the  right  to  vote.  Then  upon  the 
other  side  of  the  case  his  savings  are  compulsory  in  that  if  he 
does  not  pay  the  dues  he  is  subject  to  fines  or  a loss  of  credit. 

It  is  looked  upon  as  a bill  that  must  be  paid  the  same  as  a 
grocers  bill.  He  makes  an  allowance  for  the  payment  of  the  dues  as 
he  does  for  the  payment  of  other  bills  that  he  has  to  meet  from 
time  to  time.  The  amounts  are  in  such  small  sums  , that  as  has  been 
said,  he  does  not  miss  to  a great  extent  the  amount  of  the  payments 
and  many  do  not  know  how  much  they  have  to  their  credit  or  the 
value  of  their  shares.  Take  the  case  of  the  poor  man  living  upon 
his  wages,  if  he  does  not  own  his  home  he  has  to  pay  rent  that  is 
due  every  month  and  is  practically  the  same  in  amount  as  the  dues 
would  be  on  shares  to  pay  for  a home  equally  as  good  or  perhaps 
better.  The  again  as  it  is  urged  in  many  lines  the  moral  effect 
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of  owning  or  paying  for  a home  or  the  pride  of  possession  of  one 
owning  or  acquiring  a home  is  a strong  argument  in  favor  of  the 
uplifting  effect  of  this  institution.  When  a man  is  working  for 
a home  there  is  not  the  same  temptation  to  spend  money  in  a hap- 
hazard manner  since  there  is  now  a definite  idea  and  end  to  work 
towards . 

The  money  in  a co-operative  or  building  association  may  be 
withdrawn  at  any  time  subject  to  certain  conditions  as  in  case 
at  the  time  the  member  wishes  to  withdraw  from  the  association 
there  is  not  money  enough  on  hand  in  the  treasury  to  pay  the  amo- 
unt due  upon  the  shares  and  by  the  time  the  application  has  been 
reached  the  desire  or  the  need  for  the  money  has  passed  thereby 
causing  the  member  to  retain  his  membership  in  the  association. 

It  is  also  urged  that  the  saving  of  money  for  homes  for  the 
working  class  of  people  promotes  better  citizenship.  This  is  easily 
to  be  believed  when  one  will  stop  to  think  that  the  property  owners 
have  agreater  interest  in  the  betterment  of  the  city  or  town,  the 
schools,  the  streets,  sanitation  and  the  great  number  of  other 
problems  of  all  cities.  He  is  more  likelytto  be  a law  abiding 
citizen  as  he  now  has  an  interest  in  being,  and  more  liable  to 
reach  a higher  plane  in  his  business  or  profession  than  his  less 
saving  or  extravagant  friends  will.  The  ssaving  for  a home  is  th  e 
primary  step  in  this  evolution  and  the  strongest  inducement  that 
can  be  put  before  a man. 

The  building  association  is  primarily  fitted  for  the  poor  man 
or  those  who  depend  upon  salaries  in  that  it  does  not  require  any 
great  outlay  of  capital.  Ordinarily  it  takes  at  least  a small 
amount  of  capital  to  become  a stockholder  in  the  ordinary  business 
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enterprise.  In  a building  and  loan  association  any  man  who  saves 
25 f per  week  can  become  a shareholder  and  a member  of  an  associa- 
tion. He  has  then  all  of  the  advantages  of  the  other  shareholders 
and  shares  equitably  in  the  profits  of  the  association. 

I am  speaking  now  of  the  building  association  as  a savings 
institution  for  those  of  the  wage  earning  class  or  those  who  have 
to  depend  upon  salaries  for  their  living  and  their  future  capital. 
It  enables  these  persons  to  make  a safe  deposit  of  their  surplus 
earnings  and  to  obtain  a rate  of  interest  upon  them  that  is  double 
or  nearly  so  of  the  amount  of  interest  allowed  by  any  other  savings 
institution  as  a savings  department  of  a bank.  Once  taking  the 
stock  it  is  a constant  reminder  that  he  must  save  in  order  to  meet 
the  payments  upon  the  stock  and  in  this,  the  habit  that  is  needed 
to  accumulate  wealth  in  the  first  degree  is  created. 

The  man  who  is  poor  and  inexperienced  cannot  afford  to  risk 
his  earnings  in  speculating  in  some  enterprise  which  he  knows  not- 
hing about.  Many  a poor  man  has  risked  all  of  his  savings  in  the 
wildest  of  schemes  in  order  to  get  rich  quick  and  has  almost  in- 
variably come  out  as  poor  as  he  was  before  he  started.  That  the 
building  association  is  s safe  investment  for  anyone  to  make  with 
his  savings  can  be  easily  seen  by  remmembering  that  the  loans  are 
made  upon  the  best  of  security,  real  estate,  and  that  the  insurance 
as  used  to-day  further  protects  both  the  association  and  the  mem- 
bers. The  amount  of  liability  is  reduced  by  each  payment  of  dues 
into  the  association  by  the  borrowing  memberswho  are  continually 
reducing  the  amount  of  their  individual  liability.  Take  for  example 
the  other  investments  that  are  equally  as  safe,  United  States  Bonds 
yield  only  about  two  per  cent,  agricultural  land  as  an  investment 
yields  in  most  cases  less  by  one  or  two  per  cent  than  the  returns 
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from  shares  in  building  and  loan  associations. 

That  the  building  association  is  a profitable  investment  can 
be  shown  by  an  examination  of  the  fact  that  almost  any  association 
pays  all  the  way  from  four  to  eight  per  cent  in  dividends.  In  the 
eastern  states  therate  is  lower  as  is  also  the  rate  for  other 
loans  of  a similar  character  as  mortgages.  In  this  section  of 
the  country  the  rate  of  earnings  is  usually  about  the  equal  or 
an  advance  over  the  average  rate  of  interest  for  straight  loans, 
which  have  the  advantage  of  being  loaned  continually  as  you  save 
the  moeny.  In  the  newer  sections  of  the  United  States  the  rate  of 
earnings  are  higher  as  the  demand  for  the  money  is  so  great  that 
they  are  able  to  charge  a high  rate  of  interest  and  obtain  good 
premiums  in  the  bids  for  loans.  These  earnings  are  clear  of  ex- 
penses and  taxes.  That  this  is  possible  can  be  understood  when  the 
method  of  doing  business  is  remmembered  in  that  the  interest  paid 
by  the  borrowing  members  is  loaned  out  again  and  in  fact  all  of 
the  interest  received  is  compounded  as  fast  as  received. 

The  tendency  of  building  associations  is  to  promote  better 
citizenship,  teach  better  habits,  provide  inducements  for  saving, 
and  in  the  end  to  provide  a place  for  the  workingman  or  the  person 
of  small  means  to  invest  his  savings  safely  and  to  the  greatest 
advantage . 

1.  S.  Dexter.  Co-operative  Savings  and  Loan  Associations. 

2.  H. S. Rosenthal.  Building,  Loan  and  Savings  Associations. 

3.  1908,  1910,  1911  Reports  of  the  United  Spates  League. 
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PART  VI. 

LEGISLATION  AND  TAXATION. 

The  necessity  for  judicious  legislation  for  the  control  of 
building  and  loan  associations  is  apparent.  The  great  interests 
of  the  citizens  and  the  states  are  involved  and  the  great  number 
of  people  thfet  are  effected.  If  the  associations  are  of  value  at 
all  they  are  closely  identified  with  the  material  and  moral  wel- 
fare of  the  comunities  in  which  they  are  located.  It  is  of  the 
highest  importance  that  there  corporate  rights  and  duties  should 
be  clearly  defined  by  statute,  and  that  the  individual  rights  of 
the  mebbers  should  be  carefully  guarded,  and  their  duties  and 
privileges  specifically  defined.  Not  only  must  great  attention  be 
paid  ti  the  legislation  of  laws  concerning  the  building  associa- 
tions but  also  attention  must  be  paid  to  judicial  decisions  upon 
the  same  laws  and  all  laws  should  be  clearly  announced  so  that 
the  principles  of  them  as  defined  by  the  courts  and  interpreted 
by  them  will  not  in  any  way  hinder  the  operation  of  the  law  so  as 
to  be  a hindrance  to  cither  the.  further  operation  of  the  associa- 
tions or  impair  the  rights  of  the  mebbers  as  has  been  the  case 
to  a great  extrie/t  in  Kentucky  and  one  or  two  other  states. 

The  many  different  people  who  are  chosen  to  legislative  bod- 
ies, representing  so  many  different  sections  and  varied  interests 
with  many  ideas  and  diverse  veiws,  and  a great  number  of  them  witl 
a limited  or  no  knowledge  of  the  real . wworkings  or  benefits  of 
the  building  associations  and  affairs,  establish  conditions  out 
of  which  have  sprung  legislation,  some  of  which  has  been  benefi- 
cial and  some  of  which  has  been  determental. 

The  establishment  of  the  United  States  and  the  Lgcal  and 
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State  Leagues  has  made  it  possible  to  reach  legislatures  in  a 
formal,  representative  and  influential  manner.  Now  if  an  improper 
measure  is  introduced  into  any  legislature,  there  are  faithful 
and  intelligent  guardians  of  the  associations  either  within  the 
legislature  itself  or  without  who  will  quickly  expose  the  pro- 
posed enactment  and  direct  the  influence  of  the  leagues  against 
it,  the  United  States  League  if  the  measure  is  in  Congress  as  the 
corporation  tax,  or  in  the  State  League  if  the  measure  is  brought 
up  in  the  state  . 

The  history  of  the  associations  in  the  United  States  is  yet 
recent.  The  associations,  which  appeared  slowly  at  first,  and, 
later,  more  rapidly,  were  organized,  partly  as  unincorporated 
voluntary  associations,  and  partly  under  charters  obtained  under 
the  general  acts  of  several  of  the  states  authorizing  the  incorp- 
oration of  beneficial  and  other  such  associations.  The  rapid  de- 
toelopement  of  the  country  led  to  a like  rapid  develppement  of 
the  building  associations,  so  that  legislation  in  regard  to  them 
soon  became  imperative.  During  theyears  from  1850  to  1860  most 
of  the  older  states  endeavoured  by  legislation  to  regulate  the 
formation,  powers  and  management  of  building  associations.  Since 
that  time  and  at  the  present  time,  in  nearly  all  of  the  states 
and  territories,  there  is  some  statutory  provision  for  the  gover- 
nment of  associations. 

Building  associations  as  a rule  are  recognized  by  the  diff- 
erent states  as  a class  of  corporations  distinguished  from  every 
other,  as  the  ordinary  business  corporation. 

The  principles  of  the  lav/s  to  be  secured  for  every  associa- 
tion are  given  in  an  address  before  the  United  States  League 
meeting  in  Charlotte,  N.  C.,  in  1910.  The  following  general 
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powers  should  he  incorporated  for  every  association. 

1.  To  have  succession  by  its  corporate  name  for  the  period 
limited  by  its  charter,  and  when  no  period  is  limited  thereby, 
perpetually,  subject  to  the  power  of  the  general  assembly,  under 
the  constitution  of  the  commonwealth. 

2.  To  maintain  and  defend  judicial  proceedings. 

3.  To  make  and  use  a common  seal  and  alter  the  same  at 
pleasure . 

4.  To  hold,  purchase  and  transfer  such  real  estate  and  per- 
sonal property  as  the  purposes  of  the  corporation  require,  not 
exceeding  the  amount  limited  by  its  charter  or  by  law. 

5.  To  appoint  and  remove  such  subordinate  officers  and 
agents  as  the  business  of  the  corporation  requires,  and  to  allow 
them  a suitable  compensation. 

6.  To  make  by-laws  not  inconsistent  with  law,  for  the  magage' 
ment  of  the  property  and  the  regulation  of  its  affairs. 

7.  To  enter  into  any  obligation  necessary  to  the  transaction 
of  its  ordinary  business. 

Nearly  all  of  the  legislation  is  included  within  this  list 
and  the  defense  of  these  principles  and  the  application  of  the 
same  is  the  work  of  the  legislature  and  the  Leagues  . 

The  question  of  legislation  concerning  the  associations  has 
been  very  closely  connected  with  the  question  of  the  exemption 
from  taxation  of  building  associations.  In  an  address  before  the 
United  States  League  an  Illinois  man  said,  "Illinois  makes  the 
building  and  loan  shares  personal  property  in  the  hands  of  the 
owner,  and  each  owner  is  required  to  turn  in  his  stock  for  asse- 
ssment. And  a s to  the  effect  of  taxation,  whether  against  the 
association  direct  or  on  the  shares  in  the  hands  of  the  members  , 
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we  all  know  that  any  system  that  takes  the  profits  of  any  per  cent) 
of  the  net  profits  from  the  shareholders,  and  especially  from 
the  borrowing  shareholders,  is  detrimental,  and  has  the  effect  to 
drive  people  away  from  these  associations,  and  we  know  that  a tax 
on  the  shares  of  the  borrower  which  already  pay  their  full  sh  are 
on  the  property  are  in  the  end  taxed  double". 

During  1891,  when  the  matter  of  the  federal  income  tax  wasup 
for  consideration  before  Congress,  the  associations  received  pro- 
per recognition  in  the  shape  of  an  exemption  from  the  tax  which 
read  as  follows,-  "Nothing  herein  contained  shall  apply  to  build- 
ing and  loan  associations  or  companies  which  make  loans  only  to 
their  shareholders". 

During  1898,  the  time  of  the  Spainish  American  War,  when 
the  Stamp  Act  was  passed  by  Congress,  the  associations  were  pro- 
perly exempted  from  this  tax,  the  exemption  clause  being,- 
"Procfrided  further,  that  stocks  and  bonds  issued  by  co-operative 
building  and  loan  associations,  whose  capital  stock  does  not 
exceed  $10,000,  and  building  and  loan  associations,  or  companies, 
which  make  loans  only  to  their  shareholders,  shall  be  exempt 
from  the  tax  herein  provided". 

In  1909,  the  tax  on  corporations  was  passed  by  Congress  and 
after  streneous  efforts  building,  loan  and  savings  associations 

were  exempted  from  this  tax;  " Nor  to  domestic  building 

and  loan  associations  organized  and  operated  exclusively  for  the 
mutual  benefit  of  their  members". 

It  will  be  seen  that  during  the  last  two  decades  Congress 
has  consistently  granted  the  movement  concessions  and  exemptions 

1.  H. S. Rosenthal . Building,  Loan  and  Savings  Associations. 

2.  1912  Report  of  the  United  States  League. 
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due  to  the  fact  that  their  beneficent  work  along  the  lines  of 
HOME  BUILDING  AND  CO-OPERATIVE  SAVINGS  were  properly  entittled 
to  this  recognition. 

In  nearly  all  of  the  states  there  is  special  legislation 
granting  associations  special  privileges  and  exemptions  from 
taxation  on  eharters  and  other  items  which  have  been  of  the 
greatest  importance.  However,  in  some  states,  notably  Michigan 
and  Kentucky,  the  tax  on  capital  stock  of  the  new  incorporations 
has  almost  prohibited  the  organization  of  new  institutions  and 
those  that  are  in  existence,  when  in  need  of  additional  capital 
stock,  find  it  an  overburdening  provision. 

The  assets  of  the  building  association  are  made  up  of  the 

individual  holdings  of  its  members  and  belong  to  each  ofl  them, 

to  the  amount  which  they  have  contributed  to  the  general  fund. 

« 

Therefore  the  association  in  reality  becomes  a clearing  house 
for  its  membership,  and  has  no  assets  on  which  it  can  realize, 
such  as  other  financial  institutions  have,  so  from  the  very 
nature  of  its  co-operative  character  it  has  nothing  that  should 
be  taxed  outside  of  its  regular  office  fixtures,  books,  etc., 
and  since  these  have  but  little  commercial  value,  there  is  no 
valid  reason  that  can  be  advanced  why  building  and  loan  associa- 
tions should  be  taxed  in  any  form. 
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